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Re: USEPA Request for Information regarding the Outboard Marine
Corporation Site in Waukegan, Illinois

Dear Ms. Justus:

North Shore Gas Company ("North Shore") hereby responds to the United

States Environmental Protection Agency's ("USEPA") Request for Information Pursuant

to Section 104(e) of the Comprehensive Environmental Response, Compensation and Lia-

bility Act ("CERCLA") and Section 3007 of the Resource Conservation and Recovery Act

("RCRA"), regarding the Outboard Marine Corporation Site in Waukegan, Illinois.

Please note that North Shore's responses and exhibits refer to a number of

companies in addition to North Shore. For purposes of clarity, an earlier company, also

known as North Shore Gas Company, is referred to herein as "Gas Company." None of

the responses are or should be construed as a statement or admission by North Shore that it

is related in any manner to any other company or entity referred to in the responses. North

Shore's responses refer to a tract of land described in Exhibit C ("the Property"), which

was conveyed by North Shore Coke and Chemical Company ("Coke Company") to Gas

Company in 1941 and which was subsequently conveyed from Gas Company to Waukegan

Coke Corporation ("Waukegan Coke") in 1947. The Request defines m(t)he Site' or 'the
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Facility'" to "mean and include the location generally described as a Tract of land in Sec-

tion 22, Township 45 North, Range 12 East... ". North Shore is unable to determine what

portion of the Property, if any, is coextensive with the area of Section 22, Township 45 that

USEPA classifies as the Outboard Marine Corporation site.

North Shore also asks USEPA to clarify its legal basis for this Request under

Section 3007 of RCRA, 42 U.S.C. § 6927. Section 3007(a) requires any person who has or

does handle hazardous waste to furnish information to USEPA or its designates relating to

such wastes. 42 U.S.C. § 6927(a), emphasis added. As explained below, the wastes that may

have been generated by other companies at the Property resulted from the operation of the

coke oven gas plant facilities. These wastes, e.g.. process wastewater and coal ash, even if

disposed on the Site by the companies that generated them, are special study wastes pur-

suant to Sections 330l(b) and 8002 of RCRA and thus are not hazardous wastes as contem-

plated by Section 3007.

Under the Bevill Amendment regulatory exclusions contained at Section

300l(b) of RCRA, 42 U.S.C. § 692l(b), certain types of high volume, low toxicity wastes

cannot be regulated as hazardous wastes until USEPA completes and submits to Congress

detailed reports regarding the potential danger, if any, to human health and the environ-

ment from the wastes. Wastes exempt from hazardous waste regulation under Bevill

include mineral processing wastes, wastes associated with the production of geothermal

energy and other wastes generated primarily from the combustion of coal or other fossil

fuels. Further, USEPA has stated its intention not to apply RCRA requirements to special

study wastes that were disposed prior to any determination under Section 8002 that these

wastes are subject to regulation as hazardous wastes under Subtitle C of RCRA. When

USEPA concluded as a result of its studies under Section 8002 that certain mineral pro-

cessing wastes were in fact hazardous wastes, it explicitly refused to regulate inactive dis-

posal areas for these wastes as hazardous waste facilities under Subtitle C:
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...today's final rule does not impose Subtitle C requirements (such as those
for closure and post-closure care) on mineral processing wastes that were
disposed prior to the effective date of today's rule, unless they are actively
managed after the effective date. This provision ensures that those mineral
processing wastes that were originally excluded from Subtitle C under the
Bevill exclusion, and are now considered hazardous under the reinterpreta-
tion of the Bevill exclusion, are not subject to subtitle C requirements if the
wastes were disposed prior to the effective date of the final rule. EPA is
maintaining its proposed approach largely because of its long-standing policy
of not regulating wastes under RCRA that were disposed prior to the effective
date of a rule governing those wastes.

54 Fed. Reg 36592,36597 (Sept. 1,1989). The wastes identified in North Shore's responses

below are all wastes that are mineral processing wastes or are otherwise identified as special

study wastes under the Bevill Amendment. USEPA has recognized in other proceedings

regarding coal tar sites that wastes from alleged coal sites are special study wastes. The

Bevill Amendment provides that USEPA may not regulate a special study waste under

RCRA until it submits a report to Congress for that waste. USEPA has not submitted a

report to Congress for the special study wastes identified in North Shore's Response.

RCRA Section 3007, which pertains only to persons who have handled hazardous wastes,

therefore does not apply to this Request.

North Shore also notes that because USEPA's Request pertains to special

study wastes, these wastes are not subject to CERCLA unless there is a release or substan-

tial threat of a release of a hazardous substance — i.e.. a hazardous constituent — from

them. Therefore, USEPA must carefully evaluate the concentrations of any hazardous

constituents in the wastes and the potential for the release of such constituents prior to

deciding whether the wastes are subject to CERCLA. In 1978, USEPA noted that it had

very little information on the composition, characteristics and degree of hazard that may be

posed by special wastes. 43 Fed. Reg. 58,991,59,015 - 16 (Dec. 18,1978). USEPA has since

completed only one of the special waste studies required by the 1980 Bevill Amendment.

The Site was placed on the National Priorities List ("NPL") on September 8,1983. (48

Fed.Reg. 40658.) Since the Site was listed on the NPL prior to the effective date of the

requirement that USEPA apply specific evaluative criteria prior to the NPL listing, the
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impact of any special study wastes may not have been examined adequately. See 42 U.S.C.

§ 9605(g) and 9625. As a result, North Shore will submit a Freedom of Information Act

request to USEPA regarding the studies performed pertaining to special study wastes at the

Site and the types, volumes and locations of such wastes that have been identified at the

Site.

North Shore further states that pursuant to USEPA's Request, this Response

includes the affidavit of North Shore's Vice-President, Donald H. Keller, regarding the

scope of North Shore's searches and inquiries.

INFORMATION REQUESTS AND RESPONSES

REQUEST #1: Identify all persons consulted in the preparation of the

answers to these Information Requests.

RESPONSE:

Mr. Donald H. Keller
Vice President
North Shore Gas Company
3001 Grand Avenue
Waukegan, Illinois 60085

Mr. Russell Stegman
Manager, Operations
North Shore Gas Company
3001 Grand Avenue
Waukegan, Illinois 60085

Ms. Jean Richardson
North Shore Gas Company
3001 Grand Avenue
Waukegan, Illinois 60085

Mr. Glen F. Armstrong
Superintendent
Codes, Standards and Plant Design
The Peoples Gas Light and Coke Company
122 South Michigan Avenue
Chicago, Illinois 60603
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REQUEST #2: Identify all documents consulted, examined or referred to in

the preparation of the answers to these Requests and provide copies of all such documents.

RESPONSE: See Exhibit A, which is entitled "North Shore's List of Exhibits

to USEPA Information Request." North Shore has examined voluminous amounts of doc-

uments regarding Gas Company and Coke Company so that North Shore may provide as

precise a response as possible to this Request. As a result, North Shore is providing copies

of the documents that were used in its preparation of this Response and for purposes of

clarity and practicality, omits those that are not relevant to the Request.

REQUEST #3: If you have reason to believe that there may be persons able

to provide a more detailed or complete response to any Information Request or who may

be able to provide additional responsive documents, identify such persons.

RESPONSE: Waukegan Coke Corporation, or any successor thereto, and

General Motors Corporation. As demonstrated by Exhibits I through K of this Response,

Gas Company sold the Property and a coke plant on the Property to Waukegan Coke in

1947. As these exhibits and the 1940s annual report excerpts contained in Exhibit U

explain, Gas Company's conversion to the use of natural gas ended Gas Company's need

to produce its own gas supplies at manufactured gas facilities such as the coke plant. Con-

version to natural gas began and was completed in 1947. The change in the nature of the

Gas Company's business to a natural gas distribution company and resulting cessation of its

manufactured gas business at the Property ended for legal purposes any purported chain of

corporate successor liability to the present North Shore Gas Company. North Shore has

never been in the manufactured gas business and, as evidenced by the exhibits hereto, never

acquired through Gas Company the coke plant or other assets through which hazardous

substances could have potentially been released at the Property. Gas Company did not

retain such assets or liabilities when it sold the Property and coke plant as an operating
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business to Waukegan Coke in 1947. See generally the Bill of Sale at Exhibit F, Exhibits

F-K, including Illinois Commerce Commission ("Ill.C.C.") orders, and Exhibit T regarding

Gas Company's sale of the coke plant and change in business to natural gas distribution.

North Shore's research activities in response to this Request indicate that

Waukegan Coke may have been a subsidiary or affiliate of General Motors Corporation

("General Motors") at the time of the 1947 coke plant sale or acquired such status soon

after the sale. See, e.g.. Exhibit K, which is a series of letters between General Motors and

Gas Company regarding proration and payment of property tax liabilities for the Property

as a result of the sale. General Motors' Chevrolet Saginaw division appears to have oper-

ated the former coke plant site as a foundry until at least the late 1950s. See Exhibit W,

which is an excerpt from Ahmed, G. Munir, "Manufacturing Structure and Pattern of

Waukegan - North Chicago", University of Chicago Press, 1957. At pages 26 - 28, Dr.

Ahmed states that, in the Waukegan Harbor industrial area, the "chief industries" are

"Johnson Motors, Mosow Screw, Chevrolet Saginaw Foundry, and Blatchford Calf Metal

Company." See also the enlargement of Fig. 23 from Dr. Ahmed's book, which is con-

tained in Exhibit X hereto. In this photograph, which depicts the foundry area, two stacks

are shown on the foundry structures in the foreground. The word "Chevrolet" can been

seen on the foundry stack located on the right. Except for the license agreements and entry

permit documents that North Shore has obtained for its pipeline easements from later or

continuous property owners, such as Outboard Marine and the Elgin, Joliet and Eastern

Railway Company, North Shore does not have any documents or knowledge regarding the

ownership of the Property after 1957. See Exhibit V.

North Shore further notes that USEPA might be able to obtain more specific

information regarding the design, capacity and potential uses of the coke ovens from the

ovens' apparent manufacturer, the Koppers Company.
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REQUEST #4: State the dates during which you owned, operated, leased or

had easements or other rights to conduct activities at the Site or any portion of the Site and

provide copies of all documents evidencing or relating to such ownership, operation or

lease arrangement (e.g.. deeds, leases, etc.)

RESPONSE: North Shore has held two pipeline easements over the Property

since late 1963, when it became the natural gas utility for the north suburban area of

Chicago that includes the Property. North Shore became the gas utility for the area as a

result of a series of events. In 1962, the majority of common stock of the Gas Company was

acquired by The Peoples Gas Light and Coke Company ("Peoples Gas") through an

exchange offer with the common stockholders of the Gas Company. On December 16,

1963, all of the assets of the Gas Company were acquired by Lake Gas Company, a sub-

sidiary of Peoples Gas, and Gas Company was thereafter liquidated and dissolved. Subse-

quently, Lake Gas Company changed its name to North Shore Gas Company. North Shore

is continuing its research into the 1962-63 events and will supplement this Response if the

research reveals any additional relevant or responsive information.

North Shore's pipeline easements at the Property are solely for the purpose of

maintaining gas distribution lines at the Property. The original 1947 easements from

Waukegan Coke to Gas Company are contained in Exhibit G and accurately describe the

easements that North Shore has held since 1963. From 1927 to 1941, Coke Company

appears to have owned the Property and used portions of it as a coke plant. In 1937, the

law firm of Hall and Hulse issued an "Opinion ... Covering Title to Real Estate of North

Shore Coke & Chemical Company." (Exhibit U.) North Shore is aware that the coke

plant was located on the Property described in Exhibit U but does not know the precise

legal description of that portion of the Property on which the coke plant stood. A report

prepared by Duff and Phelps in 1940 states that the Property had been acquired by William

A. Baehr in 1927. Construction of the coke plant was begun after the acquisition and com-

pleted in mid-1928. (See Exhibit S.) In a January, 1927 Agreement among the Elgin, Joliet
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and Eastern Railway Company, Johnson Motor Company, Mr. Baehr and the City of

Waukegan, Mr. Baehr agreed to sell to the City within five years a one hundred foot strip of

land bordering Lake Michigan. (Exhibit B.) In 1941, Gas Company acquired the Property

from Coke Company. (Exhibits C - E.) In 1947, Gas Company sold the Property and the

operating coke plant to Waukegan Coke as a result of the change in Gas Company's prod-

uct and business to natural gas. Gas Company retained after the sale the two permanent

pipeline easements over the Property. (Exhibit G.)

REQUEST #5: Provide information about the Site, including the following:

a. property boundaries, including a written legal description;

b. surface structures (e.g.. buildings, tanks, etc.);

c. ground water wells, including drilling logs;

d. storm water drainage system, and sanitary sewer system, past and pre-

sent, including septic tank(s) and subsurface disposal field(s), and other underground

structures; and where, when and how such systems are or were emptied;

e. any and all additions, demolitions or changes of any kind on, under or

about the Site, to physical structures or to the property itself (e.g.. excavation work);

f. all maps, aerial photographs and drawing of the Site in your

possession.

RESPONSE:

a. See Exhibit D, which legally describes the boundaries of the Property

as of the date of the sale to the Gas Company from the Coke Company in 1941. See also

Exhibit J, which includes the 1947 warranty deed transferring ownership of the coke plant

and the Property to Waukegan Coke.

b. See Exhibits M through R, which purport to show surface structures on

the Property on the dates they were drafted or revised. See also Exhibit J, which includes a

bill of sale that describes items and structures that were sold to Gas Company by Coke



Ms. Nancy Justus
April 2,1990
Page 9

Company in 1941. Exhibit O refers to various future structures. North Shore is not aware

whether these structures were actually built pursuant to Exhibit O. See Exhibit X, Fig. 22,

which is a photograph enlarged from Dr. Ahmed's book and which shows the General

Motors' foundry. See also the drawings and maps attached to the license agreements and

related documents in Exhibit V. Exhibit S, the Duff & Phelps Report, also discusses the

assets and operations of Coke Company as of 1940.

c. Exhibits M through R, which are drawings of the Property, show no

groundwater wells. North Shore has no knowledge of such wells or drilling logs.

d. Exhibits P, Q and R depict the location of natural gas distribution lines

and related equipment on the dates on which they were drawn or revised. Details were

then placed on a large area map located in North Shore's Waukegan office. See also the

maps and drawings contained in Exhibit V. North Shore has no knowledge of any other

such structures on the Property.

e. The Duff & Phelps report states that construction of the coke plant was

begun in 1927 and completed in mid-1928. (See Exhibit S.) North Shore does not have

any knowledge of other excavation work, additions, demolitions or changes on, under or

about the Property or physical structures thereon during the years 1927 - 47. As noted in

its response to Request #3 above, General Motors may have altered the physical structures

to the extent, if any, required to use the gas and coke produced by the coke ovens in the

Chevrolet foundry operations. As also noted above, General Motors' use appears to have

continued until at least 1957. While North Shore is aware that the foundry structures are

no longer in existence, it is not aware of the date or circumstances of the demolition.

f. See Exhibits M through R and Exhibits W through X. If USEPA so

requests, North Shore will make available to USEPA copies of its large area map, Dr.

Ahmed's book and its other enlargements of photographs from the book.
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REQUEST #6: Describe the nature of your activities or business at the Site.

Include the following information:

a. types of products manufactured or service provided;

b. raw materials list;

c. SIC codes and generic description of manufacturing processes;

d. a description of waste streams from manufacturing or services.

RESPONSE: North Shore has not conducted any activities on the Property

other than routine annual inspections for cathodic protection and maintenance of gas dis-

tribution lines that run through its pipeline easements on the Property. North Shore has

not disposed of any wastes at the Property from these activities.

a. During the periods of their respective operations of the coke plant,

Coke Company and Gas Company manufactured gas. Coke Company and Gas Company

sold the byproducts incident to their gas manufacturing activities — e.g.. coke, sulfate, sul-

phur paste and tar. See Duff & Phelps Report (Exhibit S) at page 16. The records of Gas

Company demonstrate that since the start of its operations, the coke plant offset the cost of

its raw materials — and thus reduced its cost to manufacture gas — by selling the byprod-

ucts of gas production. See the 1929-1940 financial summary and the excerpts from 1944-

1949 annual reports contained in Exhibit T. These records document that byproduct resale

was essential to the profitability of the coke plant and that the financial statements of the

Coke Company and Gas Company contained a specific line item for byproduct resale.

b. Coal was the principal raw material used in the manufacturing process.

See, e.g.. pages 19 through 21 of the Duff & Phelps Report (Exhibit S) for a description of

the Coke Company plant and operations. North Shore has no other records or corporate

knowledge regarding what other raw materials may have been used in the process at the

coke plant. The Duff & Phelps Report suggests that the gas was produced by carbonization

of coal in the coke ovens. The Ill.C.C.'s 1947 order allowing the Gas Company to discon-

tinue its manufactured gas business and its use of the coke plant notes generally that the
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plant's continued use for standby purposes was not possible because "when (the plant is)

out of service for a considerable length of time, (it) may require considerable replacement

of refractory brick or other material before the plant can again be placed in operation."

Order at p. 3.

c. Electric, gas and sanitary services are classified in SIC Major Group 49.

Industry Group #4925 includes "coke oven gas, production and distribution" and "coke

ovens, byproduct: operated for manufacture or distribution of gas". The Duff & Phelps

Report does not describe the Coke Company's gasification process in detail, and except for

information contained in the exhibits to this Response, North Shore does not have any

other knowledge of the manufacturing process. Note that page 20 of the Duff & Phelps

Report states that after delivery, the Gas Company mixed the gas that it purchased from the

Coke Company with water gas.

d. In general, manufactured gas facilities produced several byproducts:

coal tars, oils and coke. Coke was generally the primary byproduct of coke ovens used for

gasification. Byproducts were useful for a variety of industries that used coke and for man-

ufacturers who used the other byproducts in such products as cosmetics, paints, and pesti-

cide/wood treatment chemicals. Thus, many gas facilities, including Coke Company, were

served by railroad sidings allowing for off-site transport to manufacturing facilities. (See

Exhibit S, the Duff & Phelps Report.)

Three byproducts are generally associated with manufactured gas facilities: 1)

ash, which is similar to ordinary coal ash and was often generated in high volumes but is

low in toxicity; 2) coal tars/sludges (which, as noted above, the Duff & Phelps Report and

company financial data suggest were sold) and 3) spent oxide box wastes, which result from

the gas purification step and contain metals and metal compounds including sulphur and

sulfate (as noted above, also identified in the Duff & Phelps Report and company f inancial

data as sold by Coke Company and Gas Company). North Shore currently has no specific

knowledge of the presence or absence of these byproduct materials at the Property.
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REQUEST #1: Identify all past and present solid waste units (e.g. waste piles,

landfills, surface impoundments, contact cooling water discharge area(s), waste lagoons,

waste ponds or pits, tanks, container storage areas, etc.) on the Site. For each such solid

waste unit identified, provide the following information:

a. a map showing the unit's boundaries and the location of all known

solid waste units whether currently in operation or not. This map should be drawn to scale,

if possible, and clearly indicate the location and size of all past and present units;

b. the type of unit (e.g.. storage area, landfill,waste pile, lagoon, etc.) and

the dimensions of the unit;

c. the dates that the unit was in use;

d. the purpose and past usage (e.g.. storage, spill containment, cooling,

treatment, etc.):

e. the quantity and type(s) of materials (hazardous substances and any

other chemicals) located in each unit; and

f. the construction (materials, composition), volume, size, dates of

cleaning, and condition of each unit.

g. If the unit is no longer in use, describe how such unit closed and what

actions were taken to prevent or address potential or actual releases of waste constituents

from the unit.

RESPONSE:

Exhibits M through R are all drawings of the Property and vicinity. Exhibit V

contains additional maps and drawings. North Shore has no personal knowledge of the

actual operations of the coke plant other than the discussions contained in the Duff &

Phelps Report (Exhibit S) and 1947 Ill.C.C. documents (Exhibits H and I). As a result,

North Shore is unable to identify any solid waste units at the Property. It further notes that

the Duff & Phelps Report does not state that any waste was disposed of on-site, but does
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note that the Coke Company sold the byproducts incident to its gas manufacturing activi-

ties. The financial data regarding the coke plant operations support this conclusion. See

Exhibit T.

REQUEST #8: Provide a map showing when raw materials are or were

stored and identify the raw materials.

RESPONSE: The drawings of the Property do not show where raw materials

were stored. Exhibit O shows an area labeled "future coal bin", but North Shore has no

knowledge regarding whether this structure was ever built. The Duff & Phelps report states

that "(t)his site also includes a large coal storage yard from which the coal is conveyed to

the ovens by means of endless belt conveyors." (Exhibit S.) This report, however, does not

describe the precise location of the storage area. See also Exhibit X, which depicts the

Property during the time of General Motors' foundry operations.

REQUEST #9: Provide all existing technical or analytical informat ion about

the Site including but not limited to data and documents related to soil, water (ground and

surface), geology, geohydrology, or air quality in and about the Site. Provide copies of all

documents containing such data and information, including both past and current aerial

photographs as well as documents containing analysis or interpretation of such data.

RESPONSE: North Shore does not have any such technical or analytical

information. North Shore notes, however, that it has provided maps, drawings and a copy

of a photograph in response to other portions of this Request.

REQUEST #10: Identify all leaks, spills or releases of any kind into the en-

vironment of any hazardous substances, pollutants or contaminants that have occurred at

or from the Site. In addition, identify:
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a. when such releases occurred;

b. how the releases occurred;

c. what hazardous substances, pollutants or contaminants were released;

d. the amount of each hazardous substances, pollutant or contaminant so

released;

e. where such releases occurred;

f. any and all activities undertaken in response to each such release or

threatened release, including the notification of any agencies or governmental units about

the release;

g. any and all investigations of the circumstances, nature, extent or loca-

tion of each release or threatened release including the results of any soil, water (ground

and surface), or air testing that was undertaken; and

h. all persons with information relating to those releases.

RESPONSE: North Shore has no such knowledge of any leaks, spills or

releases into the environment of any hazardous substances, pollutants or contaminants

occurring at or from the Property.

REQUEST #11: Identify the prior operators and lessors of the Site. For each

such operator or lessor, identify:

a. the dates of their operations at or lease of the Site;

b. the nature of their operations at the Site;

c. all evidence that they controlled access to the Site; and

d. all evidence that a hazardous substance, pollutant or contaminant was

released or threatened to be released at the Site and/or its solid waste units during the pe-

riod in which they were operating at the Site.
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RESPONSE:

a. Since North Shore has merely held pipeline easements at the Site since

it became the natural gas utility for the area in 1963, it notes that it has not been an operator

or lessor with respect to whom "prior" operators and lessors can be defined. North Shore

nonetheless answers this Request to the best of its corporate knowledge for the time period

prior to 1963. See Exhibit B, which indicates that Mr. Baehr purchased the Property from

the Elgin, Joliet and Eastern Railway Company ("Railway Company") in 1927. North

Shore has no other knowledge of owners and lessees of the Property before 1927. The

license agreements and other documents in Exhibit V pertaining to the pipeline easements

may identify subsequent property owners.

b. North Shore has no knowledge of the Railway Company's operations

on the Property. North Shore also has no knowledge of operations that may have been

conducted at the Property by Waukegan Coke or others during the time period from 1947

to 1963.

c. Except for documents in Exhibit V that pertain to the Railway Com-

pany, North Shore has no knowledge of the nature or extent of the Railway Company's

control of access to the Property. North Shore also lacks corporate knowledge regarding

the control of access to the Property by Waukegan Coke or others during the period 1947 -

1963.

d. North Shore does not have any knowledge that hazardous substances,

pollutants or contaminants have been released or threatened to be released at the Site.

North Shore has become aware through this Request and other non-company sources (e.g..

news media) that USEPA has sought cleanup of PCBs and other waste that allegedly

resulted from Outboard Marine Corporation's activities at the Site.

REQUEST #12: Identify all local, state and federal environmental permits

ever granted for the Facility or any part thereof (e.g.. RCRA permits, NPDES permits, etc.).
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RESPONSE: North Shore has no knowledge of the issuance of any local,

state or federal environmental permits to it or others in connection with the Property.

North Shore's natural gas distribution activities and equipment do not require USEPA

permits.

REQUEST #13: If Respondent is a Corporation, respond to the following

requests:

a. provide a copy of the Articles of Incorporation and By-Laws of the

Respondent;

b. provide Respondent's financial statements for the past five fiscal years,

including, but not limited to those filed with the Internal Revenue Service and Securities

and Exchange Commission; and

c. identify all of Respondent's current assets and liabilities and the per-

sons who currently own or are responsible for such assets and liabilities.

RESPONSE:

a. See Exhibit Y (North Shore's Articles of Incorporation) and Exhibit Z

(North Shore's bylaws).

b. See Exhibit AA (North Shore's Securities and Exchange Commission

Form 10-K financial statements for the last five years).

c. See Exhibit AA.

REQUEST #14: If Respondent is a Partnership, provide copies of the Part-

nership Agreement.

RESPONSE: Not applicable.
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REQUEST #15: If Respondent is a Trust, provide all relevant agreements

and documents to support this claim.

RESPONSE: Not applicable.

By;,
One of the Attorneys for
North Shore Gas Company

Russell B. Selman
Nancy J. Rich
Bell, Boyd& Lloyd
Three First National Plaza
Suite 3200
70 West Madison Street
Chicago, Illinois 60602
(312)372-1121



State of Dlinois ; ss
County of Lake

AFFIDAVIT

I, DONALD H. KELLER, state the following under oath:

1. I am the Vice President of North Shore Gas Company ("North Shore")

and am authorized by North Shore to respond to the Request for Information ("Request")

served upon North Shore by the United States Environmental Protection Agency

("USEPA") regarding the Outboard Marine site in Waukegan, Illinois.

2. I have made or caused to be made a review of our company's records and

records from the old North Shore Gas Company ("Gas Company") to locate all records

that might be relevant to the Request. In 1947, the Gas Company went out of the manu-

factured gas business for which the Request seeks information. The recollections from that

business pertain to a period that ended 43 years ago and many employees from this period

are deceased or incapacitated. As a result, I am not aware that any former Gas Company

employees are able to provide information that is relevant and responsive to the Request.

North Shore intends, however, to continue to attempt to obtain any such information from

former Gas Company employees and, if such information exists, supplement this Response.

3. North Shore's only business activities at the Property described in the

Response are the annual inspection for cathodic protection and North Shore's mainte-

nance activities related to the gas distribution pipes located in its pipeline easements.

These operations do not involve waste-related activities.



4. I hereby certify that based on North Shore's review as described in its

Response, the Response reflects, at minimum, North Shore's diligent searches and inquiry

as required by the Request.

Subscribed and sworn to me
this 30th day of March, 1990.

Jiean Richardson
Notary Public
3001 Grand Avenue
Waukegan, Illinois 60085

My commission expires on

"OFFICIAL SEAL"
Jean Richardson

Notary Public, St... of JJm*
My Commission Expires

Donald H. Keller
Vice President

6
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Exhibit A

EXHIBITS FOR NORTH SHORE'S RESPONSE TO USEPA REQUEST

#__________YEAR___________DESCRIPTION OF EXHIBIT

A 1990 This List of Exhibits

B 1927 Agreement among Baehr, Elgin Joliet &
Eastern Railroad, Johnson Motors and City
of Waukegan

C 1941 Conveyance document for transfer of cor-
porate assets from North Shore Coke Com-
pany ("Coke Company") to North Shore
Gas ("Gas Company"; and list of personal
property transferred

D 1941 Conveyance document for the transfer of
the 42.24 acre parcel from Coke Company
to Gas Company

E 1941 Gas Company, Coke Company and North
Continent Utilities Corp. Plan of Reorga-
nization and SEC's report on Plan

F 1947 Sales Agreement, correspondence and res-
olution of Gas Company Board of Direc-
tors for sale of coke plant to Waukegan
Coke

G 1947 Permanent and temporary pipeline ease-
ments to Gas Company from Waukegan
Coke

H 1947 Gas Company's petitions and amendment
to petition to Illinois Commerce Commis-
sion ("Ill.C.C.") for change to natural gas
distribution and approval of coke plant sale

I 1947 Ill.C.C. Orders approving Gas Company's
petition for approval of coke plant sale and
change to natural gas distribution; certifi-
cate of convenience and necessity al lowing
Gas Company to construct natural gas dis-
tribution mains

J 1947 Warranty deed and bill of sale for transfer
of Property and coke plant to Waukegan
Coke

K 1947 - 1948 Correspondence between Gas Company
and General Motors regarding proration
and payment of property taxes for Property



M

N

O

P

Q

R

S

T

U

V

w

1947

1927; revised
in 1948

1948

1927

1920s - 1940s

1974-1977

1980

1940

1944- 1949

1937

1949 - 1989

1957

1957

Correspondence regarding Gas Company's
grant of land to City of Waukegan for pur-
pose of building road

Map entitled "Elgin Joliet & Eastern R.R.
Plan" — shows Waukegan Coal Co. and
Petit Salt Co. adjacent to slips to Main
Channel (west of Coke Company) and
American Steel & Wire Co. to the south

Map of "Coke Plant at Lake Front"; 8 1/2"
xl l"

Baehr Engineers' drawing entitled
"General Scheme of Development for
North Shore Coke & Chemical Company"

Engineering book drawings regarding gas
distribution lines

North Shore Gas Company ("North
Shore") drawing showing then-current uses
in coke plant area; e.g.. Johnson Motors

North Shore drawing detailing gas lines in
old coke plant area

Duff & Phelps 125 page report on Gas
Company and Coke Company
reorganization

Selected excerpts from Gas Company
annual reports and f inancial summaries
regarding resale of coke byproducts and
conversion to natural gas

Opinion of law firm of Hall & Hulse cov-
ering title to real estate

License agreements, maps, entry permits,
etc., regarding installation and maintenance
of natural gas pipelines

Ahmed, G. Munir, "Manufacturing Struc-
ture and Pattern of Waukegan-North
Chicago," University of Chicago Press,
1957, pp.26-29

Ahmed, Figs. 20, 22 and 23 (enlarged pho-
tographs, the latter of which depicts
"Chevrolet" painted on foundry stack at
Property)
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Y 1963 and later North Shore's Articles of Incorporation
amendments

Z 1989 North Shore's bylaws

AA 1985 - 1989 North Shore's Securities and Exchange
Commission Form 10-K for the past 5 years

-3-



Exhibit B

THIS AGHEHOTT, Entered Into by and between SLCIH,

JOT,I7T "T W!".ns ?«I I /AY COWPAIT, an Illlnoit oorporatlon,

(hereinafter referred to as the "uUaa/ Canpany"), the J0'3."0^

MODF CO-TAKY, a Delaware eorporation, (hereinafter referred to

M the "John*on Company"), TCU.IAV ». BAKHS. an Individual, (here-

inafter refsrre". to aa "T«ehr"), »id the CIT OF VATJKSr.AJI, a

inuilcipal eorporatlor., (hereinafter referred to at the Tlty"),

» I T I J S 3 8 T H i

THAT, SHMKAS, the Railway Company 1» the owner of

real estate bordering on LaJco >lchlr,-an, and lyln^ eouth of the

property of the Berth Shore Sanitary Dlitr tot , in the South half

of Section fifteen (1£ ), Towmhlp Forty-five ( 4 5 ) Worth, F.arw-e

Twelve (IP] Sast of th • Third Prlnclyal i'erldlan. in Lake C:unty,

Illlnoli, and north of the property of the City of 7aukee<ui, in

the north half of "eotlon Twenty-two (ZZ)t of the iaae Townehlp

and Range, on tho *ou th , which real »st t» ii ju ' tacl 'e for the

looatlon of Indxxetrlei; and,

WHW1AS, the Johneon Company hae ajrreed to buy fro*

the Ra i lway ^onpoi^r the southerly portion of s«l- real eetate

lyin/f between Lako VicMran and the center line of the excava-

ted channel, coneletlnx of approximately twelve and forty-three

one-hun:lre<Uhs (K.4,"M asrei, and to erect and operate thereon

a Manufacturing plant, on condi t ion that all of the above pnr-

tlec hereto join in the execution and delivery of this agreement;
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'^J, 3aehr h** agreed to buy from tha railway

the portion of said real estate adjoining the part to

be oonveyed to the Johnson Conpany, and lying ianellately north

of the aaro, onil consisting of approximately forty-two and twenty

four one»hundredths (42.24) acres, and to cause to be erected

and operated thereon a plant for the Manufacture of the jroduote

aad by-products of coal, on condition that all of the abore

pty.iea hereto join in the ezeoution r.nc* delivery of this n-jree-

nent| ».td,

it ii detlred by the City that the location

of tovua industries upon this property be §ee-j»^, and at the

sane time that the wator front and all of the riparian rights

aloof all of the abore property shall be acquired by it for the

purpose of the establishing and rMintainine of a vater front

park and A recreation beach :'or the use of the inhabitants of

«he> Oi^jr of ••aukctfcui aad,

, numerous conferences have heretofore been

had between reproaontatlvea of -11 or the pnrties hereto in

order to aeeuro, if possible, the adrftntagas to be derired frosi

the location of these and other industries upon this property,

cvnd at the sane ti :o to secure to the t-'ity the eite for said

park and beach) and,



, ae * oulaiaation of auoh oonferenoet, on

or about October 8th, 1926, Hr. A. ?. Bulci, President of the

Railway Oj ,j<i«y, addressed to Honotv.bli; L. J. Ya_,-er, :ayor of

tbo CUy, a letter, a oopy of which, marked "Bxhibit A", i«

hereto attached and inado a part heroof| and,

.1{JH.£Aj, at a WbUli-.r /neetin. of tho Council 01'

tho Cny of <r\u:«a-an, hold Oetobor llth, 1326, at 8 ?.:.., a

roi'ilution «aa ndoptod aocoptln* the propoaltion inoorporatod

in the t ai 1 letter of the ^ilway Com-x-oiy, a copy of which
^^

resolution, marked "ihibit d", !• attached hereto and nxde a

purt hereof |

N0.<, ?Hil-?C.?3, in oonalderation of the premiios, the

'iallvay Company, the Johnson -om^ar^y and 3*ehr for thamnelTO*,

their reepeotir* heire, luooeeeore and MI U^u, heretgr eoTorally

arfre* to soil to the City of muXe^aa at any tin* within five

(0) yvare from thi« date » atrip of Uur.i oru hxi/ulred (100) fe«t

•14* aloa their reepeotlre ehore liaee of Lake UlchijeA, M

•mid ehore linee at that tine *ay be, erteodintf together frea

, the property of the north Shore Jaaltwy jietrict, above mentioned,

to the preeont property of the City of <tuJcejaa, abore mentioned,

at the prioe of Thirty-five ftwdre* Dollar* (fSSOO.OO) per

aore, Inoludinj in eaid eale and conveyance aforeeaid a ;rant

of ^11 tho rlp--.ri n ri^hta of tho Iraritors nppiirtonant there-

to, on condition thiit not leee than iixty (60) days prior to



the expiration of Mid period of fir* (5) yetrs from this

date the City shell severally notify the respective owners of

sai lf--nc of It9 o loc t iDU to purchAso under th .o option, nnd

thereu on u J;iint survey s'-.i-ll iirotipUy be aade to determine

the ahore line of Lake uliohirfan alon<; said property M of the

date of euch survey, and within lijcty (60) day* after iuch notice

tht> purohoae rice shall be puid by the City ano sufficient deeds

of conveyaaco dolivored by the reepeotlTe owners, and upon the

failure of the City to ^ire euoh nutioe or join in suoh surrey

or is .v^ce fJ.1 p.-.ymaiits vithin such pariod, this option shall

cease "-nd det^rmlnei >he '\ilw»y Company, the Johnaon Con^uny

and Bashr agree further that in all future conveyance* of portions

of such real estate along the lake front to be acquired by the*

respectiTely, they will orxke ,n-o')nr reservation* to protect the

City in its said option.

the City agrees that innedlately upon the acquisition

of the above described strip of lone*, it '.rill optm an.t .nair.iain

* r»«d thereon in a condition paeenble for automobiles and trucks

bearing reaeonabl* loads, extending the ant ire length of the

prop-ir*w.v convoyed, and Till in addition r̂ ;:e -.rovlsion for the

extension nnd <viintonn:ice o:' 3.ch a road across tha property of

said North -ihors Jnaltary. district to the artension of Dahrino-er

Toad.

The City further «.;rees th.-vt for the construction, re-

construction, BAinteiMuiee or repair of the said road to be con-



strioted by the -ity U..OQ suia ouo hoiiar*! (100) foot atrip, aa

herein proridtd, it elll never lety upon the adjacent property

any jnect'.l aasesa-.ent or spool*! tux to prvv the ooat tharaof, or

of any port thereof.

The City further agrees that it «ill at once abandon

tha proeaevliA-;* for the opening fc-nti axtanaioo of Slllotte Avenue

into and across the property of th? .lailwiy Company, i-ud •'ill ra-

•oiod -jiy action hereto for* taken with refaronoe to aana, aod it

further a^raaa that it *111 narar open any atraat or allay, or

ruJca any publlo iir.proTemant in, upon or cveroaa tho a*ti property

of tho 3ailvny Com;any, Ita auocaaaora or aaalgna, irhieh liaa 0«-

twaen tha north line of Madlaon ^ treat axtan-.ad aaat on tha aouth

and 3<vhrl_>;Lr -"!oad upon the north, axceptlnj In or upon tha e*ld

•trip of land ona hundred 11JJ) faot urido, aitar the sane hat

been lonvoyeci to the ^ityt aa hwoln pro»idoct.

Tha City further aa-raaa to prorlda for connect ioni

with Ita water tniiina and sowers -iy .\au .':r the Mnuflt of all

oeaera ajxl oecapanta froaj tlaa to tln« of tha aaid property now

owned tqr the 3»il«ay Company, aa aforaaaid, ita aueoeaaora and

a»eir;..ii, lyinf; between the .\orth line 01' aai; adinou Jtroet

extend*, on tho aouth and .-ahrttVj'r loexi u>on tha north, and

that no ohar^e ahull Da made therefor other than for the actual

coat of auoh extenalona and connection as shall be made at the

request of tho reapeotlTe owners or oocupa.it u thereof.



Hio said "lailway Company hereby grants to the aaid City

for th» benefit of the Inhabitant• thereof, the right and eaee-

rent t? use the atrip of land hereafter described for all proper

street purposes tn* as n art of p-'irlivjor Road, upon the condi-

tion that the said !tall*ay Company shall at all time* have the

right, and the said ruillwvy Company expres-ily reeerrei the right,

to n*ii.it ft in, repair, use r-n'. operate its :reaent rnllroad tracks

anrt rn ilrofui frciiltieo acroae eaid etrlp of land and to conetruot,

maintain, repair, use and operate such additional truck• and rail-

ron' f -c i J i t i es across sal-1, strip of land aa it nay desire at any

tirao a;.! from tine to tine 'i.ti to c!;oii_,e the location of nil such

tracks an.t railroad facilities at any time and from time to time,

all as freely aa if this grant had not been made,

The eaid City expressly agrees that any tslojraph, tele-

phone or elootrio light vires and any vires, pipes, conduits or

structures of nny kind constructed by it or by it* permission upon

said Sjtrlp of 1/uul o»or the cracks ar.:* r- ilroAd facilities of .the

llail««y Company, or its successors nad aesi>jns, shall be constructed

and maintained at proper and eafe clearance distance and at the

clearance distance prescribed by the Illinois Commerce Coranission,

or by tho lio^y havinr Jxiriaiictlan a:' sich cleAraaoe, above the

tracks and railroad facilities of eaid Railway Company, its sue-

oeesors and assisru. If the City ohall Drant to any person,

rirr. or corporation tmy parr.it to co mtruct any uuch wire:<, pipes,

conduits or structures »loa. auch strip of land, its sair.
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ah.%11 • a a b.ioct to the prorlulona herein oo/;tainod.

Tha atrip of land to be a p*rt of .^hrto^r wad, at

abort prortdod, ia deecribed aa follovei

Ooimuncin.; At the 'iortha<.3t earner of the Uorth-
•»9s~ .'.jf-rter o.' th-> 'cvjVwoa* , .-xrtor ot" Section fifteen
( loi , -'o.-ns/ay -"ortj'-flve (46) J;orth, iHive I'welve ( l i)
.i»at of sho Third Principal '.'eridian, in the City of
• BU. a^-.xi, ••ou.jco^n Township, Laice .ooiity, tate of
Illinoiat t>»:ice «eatarly nith and aloiy; the north lina
01" j.-.i.. . urt<:r . iort or ::ecti>/n fou.r hnur.re • J^vor.ty-
thrse :.'ir. a : YC.. tOt ; i \ ono-hirvre- t j ('I'';'. l?) foet to a
,)ji.;i} thonca so -.:':. •..• a :•;•. or^ -iiii^ i. llnj ••: :^in^ . <iouth-
oc.a'.Grl;' ::..k,ls of ninety -«tx (96) aojrees and flfty-aix
(96) miuuloa with la«t deecribad courao eijht hundred
forty-eaTen and etven-tenthj (847.7) feat to a p >int of
ba^inniA-'l thence easterly alon,,- :t lino naklOb * northeaet-
url^ 'in.lv of Jijhty-thraa (8^1 da ;r3ea und four (4)
minataa with last i oocrioad oo'trss ono V>uic;r»i and forty-
'-Krae on«~hundr>ithu ( l»J .<>oi i>-t to a point| thence soath-
vraaterly lon.j K lljie nuJcin^ a •outhwoatorly -vt-le of
jixvy-olria i u 9 ) da^r^aa and i'orty- three (42) minute t with
laat daeoribod sour a a twenty-one and thirty-two one-
bnaarwdtha (21.32) feet oera or leal to a pointi thanca
aaatarly alonr; a, line mnXln^ A northeasterly an;l9 of
•izty-nine ( 6 9 ) da,;rooj >.ni ^arty-t^nje \ 4 j ) ;inu**ea
with laat daaci'laad oo rjo, :bu.' hundred aeventy-fivo and
aaj»aaty-aix one-uarutreutha (475.76) feot nora or laaa to
• point OB tha aaat lino of aald i^itartor quarter • act ion |
thanoa northerly with and aloa^ the aaat line of aaid
quarter qur.rtor aaetion one hundred (100) feat to a point;
t>oaca wi^torly Klort; a liae parallel to the r'lrst and
thira oouraaa o* pr'i eriy hfr in -. ifscrijc :'ivo hujirtrod
•"ifty-uino tail 3 3 van on<—h'^.idra:t <» lb^i .)7) feet to a
point | thonuo auuthwo'jtorly ftlonj a straight line oi.;hty
anr. :'i:'ty-nine one-hundredtha (80.59) feot more or laaa
to tha point of \*£lnBl&£, and containing one and twanty-
fira one-hujtJredtha 11.25) acros, more or laaa.



ihe said City abT»es that it will open M a public

street Dahringer /load, of the sane «idth as the width of the

uboTe described strip, alon^r a line which shall be an exton-

• ion vostorly of the abore -toacribod strip of land to Jand

itreet wid alono' a lino running northerly from the »ast«rly «nrt

of the abort d»scril»«d strip of land to th« northerly line of

the property .10 . owned b; the Sort' :>-.ore 3anltury District and

thonce runnia ocistorly adjacent to or partly or wholly upon

the property no* owned by eaid North Jhore 3anltarjr Oirtriot

to Lake Uichi^aa.

I'h. j contract shall be binding upon and inure

to tha benefit of the parties hereto and their respective *uo-

oessorj a/id

This Qf'reom.nt shall not be offeotlv* until apjrored

by the Illinois Coo»er«e Coes&lssion.

IH -i;w.iia -iLfliw.'p, the aaiM, JOLI T UH* :;,iav -Ji
C01£V\NY, JOHN CB . 'UJO'J JWUVJR, aid the CITT 0?

yAOCSOAJT tare oauted thie inet rumen t to be exwuted. by their r«»

spec tire proper officers thereunto duly authorised, and their re-

spec tiro corporate auals to be hereunto affii»J, ana the eaid

A. BASHn hae hereunto set hie hand and seal, this 14th



d*y of January, A.:. 1927.

, JOLI :T AH"; S/UTijRI R-.IL.7AT CO?.'P \

ay (*L.y
P r t « 1 4 « n t

Sjsn»Al P. E. Koonti

OX-8

JOHNSOI UOTOa COUP AIT

P r « « l d « n t

. 3.

(31<fn«dl tfilllin A. B*«hr I31A1)

cm or *AUK3G/ur

^T (SLrnadl Louii J.

J. :u i
Ol.rk



SXHIBIT A.

AfB-M

October
8th
1926.

Honorable L« <T« Tager,
Uayor «f the City of itake«»n,

feukoean, Illlaoli.

Jom* time â -o the .^in, Jolltt and Saetern Hallway

Company oade a tentative agreement to tell to the Johseon :otor

Company approximately ten aorei of Itt land Immediately nurth of

the -jOTornoent property an<t oast of the channel at ^'auXegttn, and

to ttr. .'m. A. 3aehr and hie aeeooiatee for a by-product ooko ovea

plant approximately thirty aoree lyin^ immediately north of the

ton acre tract. Jlnco that tine there have been nomoroue con-

ferenoee between the rapreeo.:tatlvee of the induetrioe mentioned,

of the-^-ia, Joliet ami Saetern l^xllvay Company, of the City

of /aake,v&n, of the Chamber of Commerce of w'auk^ -nn and othere

relating to the doelre of the p-wple of i o i±n for a lako front

park Ktvndioj «U.on^ the lake shore from the .joTeroment property

northerly to the intereeetlon of Da hr layer Road with the loke

•h re, (v;ici Uie deiire it the mduitrlee nontloned end of the

Hallway Coraptny to preiorve all of tho property wMch the .lull-

eay Company no* own* or 1« Intereeted in at that place for rail-

road, dook, ehlpplnrf and industrial pnrpoees. The partlee have

not •rfroec in their rlewe.

It eeeme to ae, noverer, that it !• important and

rery deelrable that we eottle upon aone plan thai will be ae



nearly satisfactory to arsry.io.ii- concerned as possible. .0

syrapathi»e vi;h tho deeire of the people of •<«uk^aa for * lake

front park. .'• think, howeyer, th*t the development of Industrie!

olorv the channel loading fr •& th tu.rbor as now construct*! and

as it tut/ be «xt«t.A»j., is acre important to tho City of .'aukeeaa,

at wall as to tho Sailway Company than tho location of a park at

tho pc-rticular n?ot roforrod to. Hovevor, if the people of rfaukeyan

do not atfree with u» ire vury much want to find a way, .f i>03ilt)le,

to «aour» for the people of -auke^an '«hat thejr «aat without de-

•troyint' tho indaatrial development vt.ioh ve are interoeted In and

which we think thu ^ooplo of -aiCve^t.a oujht to i>« interented in.

e, therefore, propoee that a contract be entered into

between the Sail my Company and the City of rfaukejjan eoreriog the

matters hereafter atatvU, and that thin contract be ap; rorwd fey

the Clv-nber of Comnorco an>i <uiy other organisation r eproaoiitiag

the eeotifjent of the people, In order .hat it nny be known when-

evw any question arise* in the futaro, th.it the plan adopted had

HM approval o:' nil conoorrie.i v.it uh.-» ao ' telth requires its

OwMrmnee.

la this connection we think it is iaporteuit to preeerre

a brief record of th Tar 1;.as natters which »era taken into consider-

ation in sr.klnj tho (v^roonent. ^'har.jfore, before stating the

plan which we hare in sUad, cad which we hope will be agreed to,

we briefly montlou the variotu su^tfeot ion» that were brou^t out

and diseusswi in the nany .".eotin.;u wMch •* have all attended.

The various surestioni brought out in the taany die-



ouaaiona wc-re as fallowi e do not think it i/nportant to ahov

•ho urged tha varioun surestiona. >'a think it Inportant only to

r«oord tha sxcj^ationa which naro raiaad ajtd diaeuaaad.

1. ?rom a b.Jiiieoj point at viev, the location at -auXaj^n

upon LaXe Ulc'-l,;un is of no adraata^a unlaaa a harbor ba nmintcin*4

with facllitiaa for induatriaa to raoaira and ahip freight oror th»

l*kaa.

2. Juoh induatriaa nut f.lao hara railroad oonaaotiona with

•juffioiant yardi aad awitoh tracks so that thay nuy ahip und raoalra

freight from and to tarritorlaa adjacant to and onra or laaa r*»ota

fro* Jottkagun.

3. Tha praauni Jaukagon Harbor la of trifling L-iportanoa

onlaaa a oh&anal ba aztandad to tha north with alipa and doek* on

•aoh side for tha accommodation of induatriao. Th« .^-raKtu-r the

araa of land h. vitv; aecoaa to o .oh alipa uid dooka, tha jroatar !•

tha poaaibla daTolopatant of bualnaaa and induatriaa which ara of

the kind to ba banefitad by lako transportation. Tha Unit ad st»taa

"nTa^maiant will not improre tho harbor f.j-t^or unlaat a L;ro&tar
, ;f'. I'

roluav tf atiippiito into tha harbor davalopa. Tha ind..jtrlaa abora

rafarratf to, partioxdarly tha ooka oran plant to ba built by IT.

Baahr ivr.- hia aasociatas, will brinv a vary Inrga tonn&^-a into tha

harbor. Thaac inJuatrias will probably aeoura tba aupport of tha

haxbor by tl>a ^adaral Qoraranant ao auoh daairaa.

4. The City of tfaukagan ou^t to hara a La,ka Front Park.

0. Tha naaraat location for such <\ pr>rk la on tha laka



sh;r<j i.Tmouliitoly north of t!w ioverjmari;. proparty.

6. This la tr-ie if a rood >>e provided rattling iireotly to

It by the ehortest routoj tiut. si-.-h a road would run niroee

the channel, «ujjo..t9d ibovo, and «j J.: /.ill it. ?ho ohuanel

could not 'je 0- "ar.de 1 north ji' the road, '.'his *oiU/. llnit the

land avilable for Industrial develop ient so nu.cn tht-t the in-

4-i3trl^l use of U&e .'.'lelii^an would be of very little importance.

^ho rota wouli <\lv.-> ci; zhi-j^-l. the railroad yard*,

?riv;tio J.1,'u. jstroylotf the railrocd'e noiiity to narve iii.tuntrioe

of (iny aa^nltude.

7. Thii location north of the Vovonment property for a

park ii part of 'm.-.::ub-an's 0-eji'jr>il city plan and «*» eettled

upon a long tioe ago.

8. If a pr.r1' ie actrjilly tocpiirer'. a»:d iaprnved at thii

place arid connectea ,/i ih Vr.- (<itj- by a road vhioh will Bb^o it

nearest to the City of any poeeible loo*tion, thon the hope of in-

du*trl*l developoftT.t at that pl-.ce in any large *ay nutt be aban-

danem* The compj raclve adv.inta es of • ;>.rk at t'us loca:ion with

* T«ry •nail inrtuetrial development and tho advant«t;«§ of a park

at another location with treater industrial devalopaent, nut be

weighed. t*hc City oannot hnvo both the Park with direct conneo—

tiona to tho City, and the :ti.-gcr liulaitrittl development.

9. 'A* only other ponible location of a lake .Tont Park

would bo north of aahrtnfer 'oad and perhape eeuth of that road

for a oompuratlvely short dl tance. '."Us is too far away from

the City.



10. It if farther a«v fro- Iho Oitj fi/ui the lac U-n

first juojeste , pro Tiled the first location be oo uieotod *ith

the City b. * direct road. .'.• ha« been stated, euch a direct

road ,vuul^ tell, th•.• industrial development. If o i c l : a direct

road bo noc constructed, ana the territory available for channel,

•lips, docks ai;*i rallroaa yards be preserved for industrial de-

velopment, than the location north of Dahrlnaer Road is Just as

near to the City as the location a, :- th of the Oovernnsut prop-

erty.

11. If the territory accessible to lake transportation

by extension of the channel be kept froe :'or Indoa.rieu, how

would the Park be roachedT

12. It the property arailable for industries be presorved

for such purposes, than aocess to a ?ark, located i-nnertiateljr

north of the ''.OTernmnt prop*rt, , /o drf hare to be alon^ Juid

•ltre«t to Jahriii^sr -load, and then easterly to the .iorthorly end

•f awk f«tk( er to a road lea-iio^ south into such Park. If ao-

CM»-i» tho fark be by taeaits of Oahrin^er load, then it would be
. **•

no farther to a Pork located north of bahrioger :ioad f an it

vould bt to a Park looated south of 'Jahriinjnr RoAd.

13. It has already toen determined to open up Oillette

Aranue over to the Lake.

14. If this be done, it will kill the industrial develop-

ment of a considerable area of land, which would otherwise have

aocoi- to the a'm^el, slips and dooks, when extended. If Gil-

lette TOnus w*re used for nooess to a Lake ?ront Park, the



distance to & p-rk itmed lately north of 3overurgent property

would bo substuntliilly no shorter U.nn to a park located north

of Dahringer Road.

ly, -"ho City already has tho ri/;ht to u*o Oovamnent

property adjacent to the hferoor for park porpoeoa. This "ill

be loet if the pnrk be not located adjacent to it*

lu. If the park be located north of ifehrlnger toad, the

property of the .ionitary -istrici, lyiii In-.-iadititoly south of

3al'.ri.v;or 7oad and along the lake front, could doubtlee* be used

for park purposes by arrangenent with the Sanitary district.

I?. It la act necessary th.i-.t the ooke oven plant, which

i; i- propu se>; to b.Uld, ,hjuld c:te:i to the lake shore. If

the ooke oven plant hae aooes* tc the channel or (lips, where

boat* may b" linden, that is en.iu^h.

18. It is expocten tlx-.t t.ko coke o Ten plant will deolre

to OTOW and expand over a nambor af yoor*. The trr.et offered to

Mr* Ba*hr and hi* a**oolatee permite of no expansion to the south

the Johiwon Votor Company ha» tentatively b u^ht this

t» It w old permit of no expansion to the weet because of

the harbor channel. It would purmit of no expaualon to the north

beoauue, pro* jut. .ly, other Industrie* will be located there,

.'ht luke shore, vi th the josslbiii'.iod I' aooreiions offers the

dee trad opportunity for expansion. If A park be located along

the lake shore at th<;t place, the plant to be built by to. Baehr

and his associates wo-Id be absolutely limited us though by a
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j-one Mil to th« area to 'le sold to hi;..

15* ''hy not vo<fiire from tha -tiiilroad Company, land ex-

tend in. j north an'l south far enough to furnish aaplit space for

expansion?

20. ."he narr"*'.-.r tho 'oace ^ovoted to a single industry

•act tnu west und the looxer the epaoe d«rot«d to such &n indus-

try north and south alooK *h« ohanntl and slip*, th« ftwur th*

in'tiitriaa «r ich *.vn 'j* t rvad by such ch-.n 9l and alipi. Th*

itarrov r tho iroporty north and nutht and the lonfc-«r the prop-

arty «a»t and wwt f tke creator the ooaber of the indu3trl«i

which oan bo lorrvd by the channel and the slips.

21. The Oiti^ent of •aiu-.o .r.u Tory muoh want a Lake ?ront

Partc and th^ «aat it to be convenient and aooesiible.

22. The question isi taking the broadeet Tie*, what will

be bast for the -IV of va-.ko.jan and Its oitieeriM? Industries

mut locate Ut the £ity end mist ^row and expand if the City is

•e eirow «aA develop and prosper, ^o not the oitlsens of .auke^-aA

•••f-Biore industries as well ae a par*? It is through the growth

sskt terelopsjent of industries iu ;he ^.v that the ^ity beoones

fiaanolally able to build end equip parks of u kind that oaa ade-

quately eorre the pleasure and enjoyment of its eitisens.

Cur sujjestion is as followst

(1) A written contract be enterod int> between the City

of Jaukegan sod the 51«*in, Joliet and Eastern Railway Company

the following e»ttersi



(2) The contract to be author i .« by ch<* City Council

and approwd by the Chanter of Commerce rnd other orgitniiatlone

which represent the aentinent of the people of ^auk»g»a.

IJ) Tho :<;\llway Company to > gT09 to Mil to tho City of

auke^on at tiny tins within firo years from the d*te hereof, a

•trip of land 100 feet vide along the Margin of the lake ae it

then exists throughout the entire lexmth of the property then

owed 'ay the 'iailwny Company between the jorerntaent property oa

the south and the (forth Shore Sanitary Bietriot property on the

north At ^MOO.OO per aore. This is the prloe at which the Hall-

way Co-rpfmy ta proposing to sell to the industries f' furred to

the property which they dedlre.

(4) The Hallway Coeipany in an/ salea that it mt.j molce

hereafter ^rlll Include in Its contract of sale an atfreeoent by

the purchaser to tho sane afi'oct. uch an a ;r com ant will ne In-

cluded in contract of tale with the industries at ore mentioned

eat 1m token of the approTal of these industries of this plan,

will Join in the contract between the l/iilwny Com <any and

(9) The City of iaolMKaa will agree newer to open any

street or nefcs any public iflvrorenent easterly and weetorly aoroes

the property which the Iniiwty C npony ovms or Is interusted in

at this place south of Dahr infer load. ?he CIV "^H rescind any

action taken for the opening of Gillette Avenue.

(6) ."he City to agree to open and ra-lntnin a road along



the atrip to be conveyed to it .19 above provided.

(7) The) City to a^ree not to levy upon the adjoining

property any special assessment for the construction, recon-

struct! KI, raa^nto.nance or repair of such rofcd.

(81 The Cit.- to agree to provide for ooimectlons with

ita eater aaina and sever* for the benefit of the Johnson iotor

Corai>an;', . r. 3aehr and hie aaaooiataa and all occupant a from

ti-« to ti '« ;>f thw property no* owned or controlled by the

•ilgln, .Tjliot * .'iiatorn 3aileey Coci;«ny and lyintf between the

property formerly owned by the Zovernnont OB the south and the

property of tho Janitury District on the north.

(9) If y u and tho City Council and the other organisa-

tion* above referred to approve of this plan a foraal written

contract can be prepared covering the plan aa outlined and

Joubtleas oo/itainliic addition..! details.

3oth I r. Hi..pie, of the Johnaon otor Company, and

Mr* jsjsjhr, infora ne that as soon as the contract above auc"-

i» exev.ted they ar» read to proceed trith the construe-
F«T their plants.

TOOTH very trul/,

(Signed) A. r. Banks,

Preeldeat.
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IS.U a written proposal has boon mode to tho City of

by the &<fln Jollet and Jus tern .tailway Con;.»ny in

subst nee as followsi

1. ?ht-.t the rullaay oo'i...viy a.roOB to tell to the City

of >u^:e;an «t <u^ tine within five (5) ; ears from this date

a atrip of land One Hundred (100) feet wide along tha margin

of La'ia . icl-ijai v.rned by the rial 1 way Con:.any between the

property on the juth and the north Jh.ire Sanitary

property on the -'forth at Thirty Five Hundred and

no/100 Dollars ($3600.00) per acre, which agreement shall bo

contained in an* stloa of If-nd th..t the r; llwa;- company mnjr

make horeafter to be agreed upon by on/ purchaser of such l&nd

frosj the railway oonpaayi

.7 •'':";: J eald proposal contains further provision that

tho Cit... of ''ta'.:o..r.:i shall o..;ree nover to open any street or

make aqy publlo improvensnt r:a«terly or •3tarlv across the

vhioh tho milway oom,>any O'JTOS or is interested in

Uadlsou treet n.j>d :outh of ''ahria^or 'oaci, an.', that

will rescind any action heretofore taken for the open-

ing of CiUetto .venaof

-.:!. "rr.,j it i» further provided that the City shall

a^ree to opon and raaint&iu a road alon,,- tha strip or 0round

to be conveyed by it adjacaot to the l.Jc* s'-ore, and thtit the

City shall agree n.n to levy upon the adjacent property any

speoinl neeetienont Tor the- corjitructi jn.
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ai intennnco or ropair of a c rof.d, u:ia apou the further condi-

tion that tho City ehnll *jreo to jrorlde for connections with

its water naini -vid eevera for tho benefit of all ownera and oo-

eupi.nt8 from tira to tine of tho prooert;' now o«med or controlled

by tho !?ljin Joliet vnd luitern :if.ilv//.y Company lylOb between the

property formerly owned by the £OTeronent on the South and the

property of tho Sanitary . iitriot on the 3orth.

.Tir, ;• ;s-i :?'.1i3, 33 ;: ;.i' IT lj :i.-; 3 :jjt;oi.T3D by the City
Council of tho City of •«ui«D-an thnt <ai^ propoiftl of the "Ljin

Joliot and Saetern ^>iil*«gr Compeay be accepted upon the oondi-

:ion th t t.-.i -1 contract to be out or*', into shall also ranke pro-

visions for tho ipaninj o; th ruu now <no*a ae Dahrinjor .load

fro* rfuk> Jtreut to the «hore of Lake • ich.^an, '.nd thut the ooa-

vnyottce of litnd Ona Hundred (100) feot vide nloao the mr=-ln of

tho }felco ehall nlio Include repnrian ri^htsi and the 1'Ayor ie

hereby aut.'!orl»e<i to hare prepwreu eald contract to be •ubnltted

t* th* Cooncil for ite approval tiad authority for the execution
•*
w4«»4A contract in it* fiiv.l form.

"*'<•*. f •

thle llth day of October. A. -. 1926.

I. J. Tager
^ayor

J. H. Uaneillet
City C l« rk^

(3:\l)
I, J. K. -Ar»»ille«, Jity ^lerk of the City of <aukeKan,

Illinuii, ourtify that the atiore !• • true and correct copy
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KtlO./ LI : :J 3'.' " . i;.i.-a.^'.'C;, Aat the Chamber of

Coneroe ane other rep resent at IT* orgtiuiaUyna of the City of

.aoks^-dn, subucribnrs hereto, by authority of their reepectire

3oarda of -iroctor. a<..; .'r.aise.:-3, hAva !-.or.uat.< affixed their

Bi^na. .roe i.-i; corporate, sealj in eyideoce of their a^proral

of the execution by the City Council and other officials of

thr -it-i o;' :uikii.Mi of th;; forejoiri '-..»d aitachod ijreefr.ant

bet.«eo:i -loi-^. -'oliet. :ia i .ID .era >Ailwaj- Joiapan^'t AU Illiaoil

corpora'wiju, the Johnson .otor Con .-any, a Delaware corporation!

... Tiuehr, aa individual, and the City of ^suxettm, a

curyurut i ju, datad the l-'.t.i af.y of JcAoary A. .. 1927,

And aa evidence ;h.t -t thii ti-.a the e.itire tituation dealt with

in the said agreement hM been onrefully oon»idered, and that it

la de»noa i:! the public idtereet that the City execute and

doliT-ir the vai~ •. rean.m: in order to Induoe the said Johneon

and the said Taehr to locate the induntriee as deaoribed,

crder to pres«rre the lantl now owed by aaid 'iailwajr

at doacribod in »aid a reomaiit for ate for channel, slip,

Mid iaduitri*! purpoaee, and in order to nrJce poaelble

the acquisition by tho City of the eater front and the riparian

rt.V.j f<.j^urtfliu-.nt '.voreto for »h-i purposes r«ei.tione.'., anil ai a

token am! ae.sur&nco thnt the JUy of -tucks ria cux! its repreeoii-

tatire oiti-eat are pieced in jood :'aith to tho oarrvirt out



*f *,t

•:• '0

jo

•a-



Exhibit C

KNOW ALL ME:," 3Y THESE FRUSEMTS that North Shore

Coke 4 Cr.e.r.icai Corr.car.y, a Delaware corporation (herein-

after called the "Chemical Coruoany"}, for and in considera-

tion of the sum of One Dollar (51.00) and other good and

valuable considerations, receipt of vr.icr. is hereby acknow-

ledged, ha? granted, bargained, sold, conveyed, assigned,

transferred and set over, and does hereby grant, bargain,

sell, convey, assigr., transfer and set over unto North Shore

5as Company, an Illinois corporation (hereinafter called the

"Gas Company"), all of the right, title and interest of the

Chemical Corr.-any in ani to its business, oroperties and

contract and other rights (except certain shares of stock.,

cash and indebtedness to be retained by the Chemical Ccrr.pany

as h^^p'n" f ter mentioned), including particularly, but not

by way of limitation, all of the following property owned

by the Chemical Company, to-wit:

I.

Real estate, together with the buildings,
structures, erections and constructions thereon
and all and singular the tenements, hereditaments,
reversions, remainders, rights and privileges,
and aopurtenances thereto belonging or in any
way appertaining; lease? a';-,! leaseholds, chattels
real, easemente, ri.-:hts-of-way, licenses, and
equltaole interests and other interests in real



estate; and franchises, permits, rights and
powers of every kind and description.

II.
Personal and mixed property of every kind

and character ar.d description, whatsoever and
wheresoever situated, inclu;lir.£ particularly but
not cy way of limitation, the cy-products coke
oven plant of the Cr.e.-ical Company, machinery,
tools, apparatus, facilities, appliances, instru-
ments and equipment in any way appertaining, to such
plant, including particularly but not exclusively
all coke ovens, coke bins, coal cars, coke cars,
pusher .T.'chi'.e? , mixers, coal-ha idling machinery,
ccke-nar.dlin^ ~?chi-.ery, 01 facers , storage facili-
ties, coke-crusr.ing and conveying and/or elevating
equipment, mixer bias, belts, engines, pumps, tanks,
quenchin6 stations, stillir.g sasine, coke-cooling
apparatus, docks, wharves, feeders, screens, crushers,
IcE'.Ur.g ar.d ur.lo.-.dir..,: equi7~?nt, xas-treatir.g ap-
p-:"at"r, tar and arr.rr.cr.ia £twi-»fce facilities, uo^lers,
piping, wrter supply equipment, electric wiring, yard
switch tracks, coal tracks, sewers, drains, bunkers,
cranes, service buildingc, offices, warehouses and
machine shops.

III.

Cash (except as hereinafter provided), bonds,
shares of stock 'except as hereinafter provided),
obligations and other securities; accounts and bills
receivable, Judgments and choses in action; machinery,
appliances, goods, wares, rr.ercnandise, commodities,

f, •Quipment, apparatus, materials and supplies; trucks,
•? automobiles and automotive transportation equipment;
*'«nd all gas, oil and other minerals now or hereafter
existing uoon, within or under any of the real estate
described in the preceding Clause I hereof.

IV.

Contracts for the purchase and sale of materials,
supplies, equipment and products of the Chem-
ical Company, ar.d all other contracts and



rights of the Chemical Company, Including particu-
larly but not by way of limitation (a) Agreement
dated February 1, 19o3, between t.~e Cr.emical Com-
pany and Pickar.ds "..'.atr.er and Company, a partner-
ship, as amended, (b) Agreement dated January 1:3,
1928, between the Chemical Company and The Earrett
Company, as amended, (c) Agreement dated December
15, 1353, bet'veen tho Cr.emical Company and William
H. Lewis, of C.-.icsuo, Illinois, ?s amended, (d)
Agreement dated August 14, 19-il, between the Chemi-
cal Company and Waukcgan Coal and By-products Union.

V.

Fire, property damage, public liability and
other insurance carried by tr.e Cner.iical Company.

VI.

The good will of the Chemical Company, includ-
ing particularly but not by way of limitation, the
list of customers of t.:e Chemical Company, and its
trade-narks and trade names, it being Intended that
the property and business shall be transferred and
conveyed as a going concern.

Anything herein to the oontrary notwithstanding,

however, the Chemical Company shall retain all of its right,

titlgtiuid Interest In and to the following property, which is
Uj •

not granted, bargained, sold, conveyed, assigned, transferred

or set over unto the Gas Company by this instrument, namely:

(a) The shares of capital stock of North
C'ntinent Lines, Inc., and The 5. W. Shattuci:
Chemical Company, owned by tr.e C;:emic».l Company;

-3-



II
(b) The sura of .545,000 in cash;

(c) The indebtedness owed by North Continent
I.lines, Inc. to tne Chemical Company, amounting at
July 31, 1341, to $253,756.62, and the Indebtedness
owed by The S. W. Shattuck Chemical Company to the
Chemical Company, amounting- at July 21, 1941, to
.$109,622.42.

TO HAVE AND TO HOLD all of the rlsrht, title and

interest of the Chemical Company in and to its business,

properties and contract and other rignts of every kind and

character granted, bargained, sold, conveyed, assigned,

transferred and set over by this instrument unto the G-as

Company and its successors and assigns forever.

It is understood that all of tne right, title and

interest of the Chemical Company in and to its business,

properties and contract and other ri/.:ita of every kind and

description granted, bargained, sold, conveyed, assigned,

transferred and set over by this instrument, is granted,

bargained, gold, conveyed, assigned, transferred and set
•v

over subject to all liens, claims and charges thereon.
-*-'

The Gaa Company shall and nereby assumes all

liabilities and obligations of every kl.-.d and character of

the Chemical Company accrued to or existing on the date

hereof, including income and excess profits taxes with respect

to Income of the Chemical Company to trie- date hereof. The G-as

Company shall and hereby assumes all of the obligations of the
-4-



Chemical Company under that certain deed dated March 14, 1927,

from the Elgin, Joliet and _astern Railway Company to William

A. Baehr.
This instrument is executed and delivered pursuant

to, in consummation of, and subject to all of the terrr.s and

conditions of the Plan of Reorganization dated November 1,

1941, of the Gas Company, the Chemical Company and North

Continent Utilities Corporation. The said Plan provides

that it is to be made effective as of Hay 31, 1941.

IN WITNESS WHEREOF, North Shore Coke 4 Chemical

Company and North Shore Gas Company have each caused this

instrument to be executed In Its name and benalf by its

President or Vice President and by Its Secretary or an

Assistant Secretary, and its corporate seal to be hereunto

affixed and attested by its Secretary or an Assistant Sec-

retary, all on the «2«?*day of December, 1941.

NORTH SHORE COKE & CHEMICAL COMPANY

by
President

ATTESfr*
by_

Secretary

Secretary
NORTH SHORE GAS-xCOMPANY

President

ATTEST: by
Secretary

•Is

Secretary



STATE CF ILLINOIS )
)

COUNTY OF C 0 0 K )
SS.

a Notary Public
in ar.u :"or spid Count
JEr.rifY thrt on tr.is i

in the 'it ate sfore=eid, DC HEREBY
nerecr.r lly p

and
before me

personally known to me to oe t;;e <-^ President end
Secretary, respectively, of NORTH SHORE COKE & CHEMICAL COMPANY,
? corporation, and personplly known to me to be the same persons
vr.ose names nre subscribed to the foregoing instrument as such
officers, respectively, and acknowledged that they signed,
sealed pr.d delivered said instrument as their free end voluntary
act as suc'r. Vjf^ President and /?£>& '/~ Secretary, respectively,
and as the free and voluntary act of said NORTH SHORE COKE &
CHEMICAL COMPANY, for the uses and purposes therein set forth.

ly. WITNESS WHEREOF, I nave nereunto set my hand and
affixed my Notarial Seal t:iisf̂ ĝ **"day of December, .1941.

y Publics Cook County^ Illinois
My 'Commission expires _ _\________

cc
•-"A.-iir1 OtP T*TTv.'"^DIA* c- Or l^*-li\-w

COUNTY OF C 0 0 K )

I, _______'^ '"•"•̂ .'JjJM:_______, a Notary Public
in and for said County, in the State aforesaid, DO HEREBY
CERTIFY that on this dry personally aooeared before me•f /i / / j - -^'. C. /I//-><//^^^ ____ and
personally known to me to be the President and
Secretary, respectively, of NORTH SHORE GAS COMPANY, a corpora-
tion, and personally known to me to be the same persons whose
name a, are subscribed to the foregoing instrument as such officers,
resptctlvely, rnd acknowledged that they signed, sealed and de-

said instrument as their free and voluntary act as such
President and • — — • Secretary, respectively, and as

the free and voluntary act of said NORTH SHORE GAS COMPANY, for
the uses and purposes therein set forth.

IX WITNESS WHEREOF, I have hereunto set ray hand and
affixed my Notarial Seal this^g/^ay of December, 1941.

Publiouook County, Illinois
My (commission expires



LIST OF PPiaOIAJL PROfERTT TRAISTOUUD BY THE CHEMICAL
COMPAKT TO THE OAS COWAJTI

- Stock - Flret National Bank of laukegan ..$ 700. OC

Caah:
Fund . . . . . . . . . . . . . . . . . . . 2,826.11

Pajnaattara' Aaeount . . . . . . . . . . . . . . . . . . l.OOO.OC
Petty Caah Fundi . . . . . . . . . . . . . . . . . . 94. 9t

Aocounta Receivable:
Trade . . . . . . . . . . . . . . . . . . . . . . . . . 40.687.4J
Affiliated OoBpaniatt

Orcat Northern Dtilltlaa Oo*pany . . . . . . . . . . . 16. (X
North Shore Coke * Cheaioal Company (oath held for
account of North Shore Oat Coipao/ ) . . . . . . . . 31,082.61

Ml«oellane«ui . . . . . . . . . . . . . . . . . . . . 71.21

IitTentorleei
Reil.dua.le in etoek - Ooke - Oren Plant . . . . . . . . . 8O.llfl.li
•anufMturlag •aterials and euppliei - Coke-Overt Plant. 374,979.6'
•laoellaneoue itook - Oake-Orea Plant . . . . . . . . . 6, 015. ft

Deferred Charge it
Prepaid Ineuraaee . . . . . . . . . . . . . . . . . . . 2,074.2
Kzpeaeei la r« Plan of R»«re;anl»atlon. ......... 26,418.4

Oaah la Cl«a«4
lAmkeffui l««lon*l Bank- Super latende at *e Aaco«at . . . . 3,267.7

• • • -PajMeter'i Aaeeuat . . . . . . 380.3
• • • -6«aer«l fuad . . . . . . . . . . 136.4

tt»f« BaU»Ml l**k -faokefaa (Reetrleted fund) . . . 310.1

FmyaMt to tortb fixore Coke and Oheaioal
Oo«p«jgr . . . . . 69,608.8

Jllit«4 Cr«dlt - r*Ftlea of Profit oa J«lat
gac* B*ada re acquired and held la
elaijaakle by Berth Shore Ooke aad

er«dlt - Olearlaf aooowit - l«r(er (Caam
traaaferrod frw Borth Shore Coke « Ch*»loal
Oo»p*ay) . . . . . . . . . . . . . . . . . . . . . . £91,633.1

TOTAL IMS, in. i



UUTO, BU1U>IJOS, 3TRUCTUJUB,
AMD S4UX7U£lf OF TH2 OHBtZCAL 00*-
PAJTT TRAismuuj) TO nx OAJ OOKPAJTI
BOOI VALUU A3 OP OATS Of TRAXSFBl

. Bvil«Unjn

ft 171,947.Tt

Ookt R*a41ia« S«r««tar«t IB, £01. 97
BT^reduct* B«ildla«« e,T71.71
Pow«r flaat BaiUlac* 96(7TS.a
0«fi«rftl Offio* Bulldln«i MfTM.fi
M*ohin« Shop 10,910.79
Btrrltt BuiUiagi 19,947.07

194.00

0*k« OT«M 1.144. 1M.«9

Tttal

9t99f IVilyMMt 14l,97C.17
flttt B^HpMflt 119,OU.«

M6.717.U
t0,t».»
Ut,»M.4«

9.400.M
t(9M.M

19.S01.M
BO.M9.94

ToUl !«•«, bvilAlaff* «a4 itn«t«7«f ll,99f,
total Micklivrr aad ««mlpB«a% fl ,Ui»Ita.Tt

»9,0i4,it7.59



10 ASSUMED BT tOOTH
I a go KM son OH WITH MI

A«o«aatc ?*r*bl«i
flllU* A. BMfcr Organisation, IM. (aa afflllatf. . .1 1,290.19
Othtr. . ............................................. 6,643.84

Salarl** and ffagct.. . . . . . . . . . . . . . . . . . . . . . . . . . . 9,919.77

Tax««l
3«Mral. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27, OOO.tt
R«t»lltr«' Occupational Tax**. ...................... 199. a
Fo4«ral an* iU»« OncaploTMnt Za««r*a««. . . . . . . . . . . . 2, 149. 4*
f*4«r»l Old Af« B«a«f It. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5*4. «
r*4«r«l XMOM.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51,796.33

i«rT«ci
Da«ell*«tibl« A«oeiint«............. ................. 720.94
!<••• on D«p«fi«t la OI«M4 lamli. . . . . . . . . . . . . . . . . . . . 4,0«4.M

Ui^sti«nc<
lorfli Iher* OcM aa« Ob«ai«ftl 0««p*a/
(rrlMlpal M»VI« n,»«*,K>0.00) ....... 1,W«, 189.00*

*•*« AiMovat M* AIMRM - 'I*.. . . . . . . . 47,tu.OO*

TOtAL

!• M
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ft* taatfMr Vi* bf ui
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•*•» la tk« run
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STATS or ILLINOIS )
)

COUMTT or c o o x )

LOUIS 3. HARDia. boiag first duly avora, do-
Po««« and aaya that ho ii a a»abor of tho fir* of ?aa,
Rurd * Roiahaaaa, Attomtya at Law, »ith offiaoo at £21
South L*Sallo Stroot, ChloafO, IlliBOla; that Moaari.
Paa, Bar* * Roiohwaaa roproaoatoA north Oontiaoat
UUlitloa Corpora tlo«, North Shoro Oaa Ooapaay (horoia-
,ft«r oallod tho "Oaa Ooapaay") and lorth Ihoro Oak* a
Chmlaal Coapaay (borviaaftcr oalltd tho *0haalaal Coaw
p«ny f) in oonaootioa with tho roaraaAisatioa of tho »ai
Coapaay aad tho Chomlaal Oooyany pvrouaat to aa or4or
•ntoro4 *7 UM Sooorltloo aad Knhoĵ o Coaaiialon oa
Novo^or U, 1941, la prvooodiafi boforo »ald Co*alMioi
andor tho P«hlio Utility Holding CompaJir Act of 19Mf Vo.
B4^C| that ifflaat had |*a«ral ••porrlaloa of tho logal
details rola^iaf to tho proparatioi aad oonituomatlon of
•aid ?laa of

AXfUt fttrthor tUUo that said ?laa of Roor-
woj finally oarrioA Into offoet oa Doooator

* 1»41| thatoritiaolly It had aooa latoadod that aaU
t\ of Kooivtaatloa •aoald bo aarrlod into off oot pri-
•r. ttat tl«v a«t that d*o to tho happomiaf • atV? *•**» «a Poooaaj 7, 1941, aad tho daaoralUiaf offoot
•* M ia*l4aa apaa tho aoovrltio* atfkata. It wa* la-

oat tho rlaa at aa •arilor data) that
•• *_%*.% *t H happaaltffi at foari Harbor, it waa

~ aiaato to rwraap aad altar aaay of
of tat riaa of Ho*rfaal*atioa,

ao taraa- aad prorlaioaa of tho sow
•f tho Oa* naaiiaijr iaoaod la oaaaootioa

. .__ tho old Jolat laada of tat «aa
*» • flaaalial Oaaaaajj that tho roraaaiaff aad

Laat-aiaato approval
—-— »»-—--.— ,._ ____ _ O^aaatlotftlwMI aM^ oaXatt1 niUt ffiaaaiii Oaaaliaioai aad that dariaf aao

•r Baa* m. ia •aî  tho> flaa of Eaaraaaliatloa
it waa

arooaaro, aoaoaaitatiac
that tho

atatoa that ia aoaaoatioa with tho
•taaac *or« affixad to tho aav aoada aad
ioaaod la tho rotrfaaliatloa for rofaadiac

•«ro lUovlao affizod to mo atook boaka ia
ahmroa of tho aow

of tho Oaa Oooavaay •hioh woro laaaad ia tan-



alteration of th* acquisition by th* 0«a Co^any of the
propartiaa end butlnaaa of tht Chealoal Company.

Affiant further atataa, bovevtr, that about two
*«*ka ago, for th* fint tlae, hit attention wai calltd
*•> the fact that Mr. 3olditina, a ^«T«nua Agant of the
Internal rteranua Department, na oont*ndlnf tn*t th* ->*•
Company had failad and ntglactad to affix an* *an**l oan-
t«ln reyaau* •taapa which ahould bar* beea afflxrd and
c%'>otllad \n connaeti-n with oortaln parti of tht Plaa
of RaorgaaisatloB, aa foll«*at

1. Original laauano* ata^pt on th« laatM of
77,314 of tha naw Oo«a*a Sharaa af tb«
Oae Coapany laaa«d upon th* r»«apllallta-
tioa of tha 3aa C

2. Tranafar ataapa on tha tranafar of aald
57,041 aav Coaoin 3har«e of the 3aa COB-
paaj froa tha Cbaaloal OoBpaJiy to UM
holfera of th* aid Pr«ftrr*4 3 tool of th*>
Chaaieal Coapaay and tfta hold«ra of tba
old Prafarr«4 Steel of the Oaa Coapany.

3. Traatfer ataapa on the dee4 ef aonreyaaee
fr«a tae Oaa Coapaajr te the Chemioal Co*-

A/fiaa* itatea that be baa ne reeellaotloa at
tiae ef hariaf prtar te thla tlM eeaalaared the

i«itj af afflziBff aa4 oanoelllng rvveaae ataapa la
Itloa *!«• the traaaaotloae aeationad aader para-

t aa4 • a bar*. The aeoaailty of afflzlaf and
rereaae ataaya in oeaaeetioa wltb th* trana-

tlaaei wAer paraffrapta 1 «•• aonaldered at
tb« tlae aaA it •** determined that ae ata^e were re>

Dye* fwrther eeaaldaratlea ef aald traaaaatloaa
at thl* tiae, it eeeaa te afflaat that rereaae traaafcr
ataaye abeald »e afflze« and oaae*lle4 la eeaaeatlon wiu
tae ooaveraaee ef r*al eatate free the *e* Ooapaay te the
Cbealeal Oeqpaajrj that traaafer ataase aaovld Lifcewlae be
affixed la eeaaeetiea vita the trmaafer ef aaid IT,041
aew Oa* P«ay*ny Oaamva ftare* frev the Oaeedeal Oevpaigr
te the rv«ferre4 iteekbelder* ef th* Oheaieal Ooapaajr
and the r>eferred IteelbeUer* ef the Oat Oeapeay; hew-
erer, that ae itaja>« are retired la eeaaeetloa with the
ericlnal ieeoaaee ef aald 77,914 ae* Oeaaea 3har«a of the
Oa« Ooapeajr.

Xa amy erent, afflaat atate* that the failare



to oaaeel and affix staaps la oenaeetioa with said
transactions, if itaapa are la fMt required, was da*
tntlreljr 19 inadYsrtooee and net to an Intention In
any Banner to deprire the United States of any aaeuati
do* In oomneotlon therewith. Affiant farther alleces,
In Juitlfleatioa fer suob InadTertoat oaiatloa, if
nt%<«pe are in faet retired, that the eatire traaiao-
ttone were earried Into offeet under extreme and unusual
pretrare. la addition, alnee the plan was earried Into
•fftot the firm of Messrs. ?aa, Hard * Reiehaana aas
b««* engaged to a large extent In legal work relating,
(Hr«»<jtly er indirectly, to the war effort, and, dae to
less and change fro a tin* to tiae in peraenael, the
flra has continuously been working aader great pressure,
•hieh has aade it impossible to reriew earefnlly the
transactions whloh hare beea oostplsted la the aanatr
whioh would ordinarily be done in normal tiaas.

farther affiant saita aet.

Loula 3. H«.rd1n

aw, tfcia igth daw
A n o n a t .

-"£• •-

eeeamlssiem expires

Qot. 21.

(SEAL)
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NORTH aHC'EI COKii * C.-.IXICAL COMPANY, &
corporation of tr.e state of 1'elaware, for and in con-
sideration of the sum of Cne Dollar ($1.00) and other
good and valuable considerations, receipt of which la
hereby acknowledged, does hereby erant, bargain, sell,
convey and -uit-claln to NORTH SH:EE G-AS COMPANY, an
Illinois corporatl-r., the f.llov.ne descrlbpd real
estate, to-wit:

Commencing at the southwest corner of
the northwest quarter of Section Twenty-two
(22), Township Forty-flvs '.45) north, Range
Twelve (12) east of the Tr.ird Principal Meridian,
Waukegan Township, Lake County, Illinois; thence
northeasterly, making a northeast angle of eighty-
nine degrees and twenty-nine minutes (89° 29')
with tne east and west center line of said Section
Twenty-two (52), to a oolnt on tne north line of
City Street, sixty-six (~-c/ feet from, measured
at right angles, the east and west center line
of said Section Twenty-two (22); thence east with
and along the north line of said City Street,
parallel to the east and west center line of said
Section Twenty-two (22), five hundred eighty-five
and tairty-seven one-hundredths (585.37) feet to
a point on the northwesterly line of Harbor Street;
thence northeasterly, with and along said north-
westerly line of Harbor Street and making a north-
easterly angle of seventy-five degrees, twelve
minutes and ten seconds (75° 12' 10") with last
described course extended east one hundred nine-
teen and forty-t.oree one-hundredths (119.43) feet
to a point; thence east, parallel to and one
hundred eighty-one and forty-seven one-hundredths
(181.47) feet from, measured at right angles,
the said center line of Section Twenty-two (22).
three hundred seventy-tnree and sixty-one one-
hundredths (373.61) feet to a point; tnence
northeasterly, making a northeasterly angle of
.sixty degrees, one minute and fifteen seconds
(60° 1' 15") with last described course extended
east four hundred seventeen and forty-four one-
hundredths (417.44) feet to the point of beginning;
thence east parallel to, and five hundred forty-
three and six one-hundredths (543.06) feet from,
measured at right angles, the said center line of
Section Twenty-two (22), and making a southeasterly
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antle of one hundred nineteen decrees, fifty-eight
u.inutes and forty-five seconds (119° 56' 45")
with last descrloed course, thirteen hundred elghty-
r.lne and forty-nine one-r.-ndredths (1369.49) feet,
more or less, to a point on the shore line of
Lake Xichltan, (this course to be known as the
firs; course,; tnence northwesterly, wltn and
slont sali sc.ore llr.e to ?.n Ir.tersectl.n with a
line running parallel wltn and one-thousand four
hundred and twenty (14£0) feet north of, measured
at right angles, the south line of tne oroperty
hereby conveyed, celns the said first course,
itnis course slong sale shore line to ce known as
the second course;, said snore line being approxi-
mately as fol-ows, running northerly and making
a northwesterly angle of eighty-eight degrees and
fifty-five minutes (06 55'J with said first
course, one hundred seventy- nine and sixteen
one-r.undredtns (179.16) feet to a point; thence
northeasterly, continuing along said shore line
and making a northeasterly angle of four degrees,
fifty-nine minutes and fifteen seconds (4° 59' 15")
with last described course extended northerly six
hundred seventy-five and five-tenths (575.5) feet
to a point; tr.ence continuing northeasterly, with
and alont sale snore line »nd irakint a northeasterly
angle of four detrees, fifty-two minutes and
forty-five seconds (4° 52" 45") with last described
course extended northerly, five hundred seventy-
three and sixty-seven one-hundredths (573.67) feet
to a point, ^end of description of snore line);
tntnce west, twelve hun:rgd fifty and thirty-nine
one-hundrecths (1250.39) feet to a point, (tnie
course to be known as the third course;, tne last
descrloed course also oeing parallel to and one
tnomand four hundred twenty (1420) feet north
of, measured at right anglee, the south line of
property herein described; thence southwesterly,
making a southeaster!., angle of one hundred
decrees, tnirty-one minutes and tr.lrty-six seconds
(100° 31' 36") with last described course, (being
the said tnird course), one thousand four hundred
thirty anc tvo-:entns (1430.2) feet to a point,
(this course tc be known PS tne fourth course);
tnence ocntinuin^ southwesterly and making a
southwesterly angle of nineteen degrees, twenty-seven
minutes and nine-seconds (19° 27' 9") with last
described course extended southerly, toeing tr.e
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fourth course), sixteen and three one-hundredthi
(16.03) feet to tr.e point of beginning, (this
course to be toown as the fifth course), aaid
tract containing forty-two and twenty-four one-
hundredthe (42.24) acres, more or less, together
with all accretions thereto and the riparian
rights appurtenant thereto, but exclusive of the
railroad traces of the Elgin, Joliet and Eastern
Railway Company upon said premises, as to the
materials thereof;

The foregoing trect is conveyed subject to zoning
and building ordinances, the existing channel
across said premises, and to all the terms, con-
ditions and covenants contained in the certain
deed of Elgin, Joliet and Eastern Railroad Com-
pany dated March 14, 1927 (recorded March 16,
1927, in the office of the Recorder of Deeds of
Lake County, Illinois, in Book 26? of Deeds, page
610, as Document Ho. 295,717), conveying said
premises to William A. Baehr, the obligations
thereof the North Shore Coke & Chemical Company
(a Delaware corporation) assumed as grantee in
the certain deed of said William A. Baehr and
Mabel 3. Baehr, his wife, dated March 14, 1927,
(recorded March 16, 1927, in the office of the
Recorder of Deeds of Lake County, Illinois, in
Book 262 of Deeds, page 608, as Document No.
296,716) a* modified or discharged by (1) a cer-
tain dted from said corporation-to the City of
Vteukegen, Illinois, dated October 27, 1927 (re-
oorded April 22, 1929, in the office of the
Recorder of Seeds of Leke County, Illinois, in
Book 336 of Deeds, page 582, as Document No.
335260) conveying a strip of land one hundred
(100) feet in width across said property; (il) a
certain deed from the City of Waukegan, Illinois,
to said corporation, dated July 30, 1935 (recorded
July 31, 1935 in the office of the Recorder of
Deeds of Lake County, Illinois, in Book 413 of
Deeds, page 277 as Document No. 415306) reconvey-
ing the said strip of land one hundred (100) feet
in width to the Coke Company, and (ill) a certain
deed from snid corporation to the City of Waukegan,
Illinois, dated July 31, 19̂ 5 (recorded August 2,
1935, in the office of the "ecorder of Deeds of
Lake County, Illinois, in Book 413 of Deeds, page
288, as Document No. 415,382) conveying a perpetual
easement to the City of Waukegan to maintain and
use a roadway on and along a strip of land fifty
(50) feet In width across the above described
premises;

-3-
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together wltii the buildings, structures, erections
and cons' ructions or. the above described real estate,
and all and singular the tenements, hereditaments
and appurtenances thereto celonging or in any way
appertaining.

I.\ WITNESS WHEREOF, NORTH SHORE CCKE & CHEMI-
CAL COMPANY has caused tula Instrument to be executed
by its VIce-President thereunto duly authorized, and
its corporate seal to be affixed, and attested by
its ._ Secretary, as of the ̂  3"~> day
of Decemoer, 1941.

NORTH SHORE COK&vt CHEMICAL COMPANY

Vice-Presldent

•V/ , v, » Secretary

STATE OF ILLINOIS )
) SS.

COUNTY OF COOK )

I, _____________ _________, a Notary
Public in and for said County, in the State aforesaid,
do hereby certify that'on this day personally appeared

me rf. S. dt/ssSf^f-S_____________ and
personally known

to me to be the Vice-president and
respectively of NORTH SHORE COKE & CnEMICAL

a corporation, and personally known to me to
bt the same persons whose names are subscribed to the
foregoing instrument as such officers, respectively,
and acknowledged that they signed, sealed and delivered
said instrument as tneir free and voluntary act as such

President and • •. _ Secretary, respec-
tively, and as the free and voluntary act of said NORTH
SHORE COKE it CHEMICAL COMPANY, for the uses and purposes
therein set forth.

.t I\N /' ..
&••".'" ••'/'..> m WITNLS3 WHtHtCF, i have hereunto set my hand and
••'t\oT V/?..-afflxed my notarial seal ttU«» %&?£- dayxjf Decemoer, 1941.

'' ''*o''-... ..••'i'/% I t-Kwtary Public
'•'''Vr. %v" Cook County, Illinois

My Commission Expires:

-4-



NORTH SHORE GAS COMPANY Exhibit E
NORTH SHORE COKE & CHEMICAL COMPANY
NORTH CONTINENT UTILITIES CORPORATION

PLAN OF REORGANIZATION.

INTRODUCTION AND STATEMENT OF PURPOSES

A. Th* Applic*iU$.
North Shore Gaa Company (hereinafter referred to at the "Gss Compel*"' , an Illinois corporation

organised July 13, 1906, ia a public utility operating company terring with u*. .Jfsctured gaa the commu-
nities located along the ahore of Lake Michigan from the southern boundary oi Winnetka to the Illinois-
Wisconsin State Line and other communities and mnl diatricta to the west thereof.

North Shore Coke ft Chemical Company (hereinafter referred to as the "Chemical Company") , s Dels-
ware corporation organiaed January 17, 1927, owns * coke oren plant located at Waukegan, Illinois, and is
engaged in the production of coke and gaa and other related products. The gas manufactured by the
Chemical Company for sale is sold to the Gas Company under a gaa supply contract between the Gas
Company and the Chemical Company dated February 17, 1927, as amended by supplemental agreements
dated December 12, 1936, and June 1, 1938, respectively.

The Gaa Company and the Chemical Company (hereuufter sometimes referred to collectirely as the
"Constituent Companies") are subsidiaries of North CoatXDcat Utilities Corporation (hereinafter referred to
ss "North Continent") , a Delaware corporation organiaed Norember 3, 1922, which is a xegiaUieJ holding
company under the Public Utility Holding Company Act of 1935 (hereinafter referred to as the "Holding
Company Act"). North Continent, the Gas Company and the Chemical Company are hereuufter sometimes
called the "Applicants."

This Plan wss submitted by the Applicants to the Securities sad Exchange Commission for its ap-
proval under the Holding Company Act, pursuant to an application filed therefor (file number 5442),
and the accompanying report of the Securities and Exchange Commission should he read in connection
herewith.

B. OmtaUnJmg Secwrititi of tk» Comilitmtmt Compcmes «W Attcrttd Cldmt.
SECTION 1. The outstanding secuiilies of the Gaa Company, at May 31, 1941, consisted of the following :

bvO» brN«*

Joint Tint Mortgage 4%
Bonds, Series A, doe Jan-
uary 1, 194T _____ R79MOO* $4,604,000* I191.000* None

1% Cawlatfo Preferred
Stock, llOOMTalM (
titled *
and

$110 per aten
croed dividends)____ 27,956 Sh*«s 27,319Sbares Nom 637Shans

itmflMB Stock*) falS eMaT
value __________ 120400stan* None NOM 120,000shares'
•TlaalBeftei refsmd is as is* 'Jslst Beadb*. Per UM lakflitT of ike Ces Ceanesy witk raceet to OM Jote Boaik.
«• Ssedea 4> SBM* Msy H. 1941, sesMly. ss si Jely L 1941. Ike Ces Coew esnesdsr«J (or csMOstion
MKJ009 • •toetsel eaMBt el iti rnTIt inhsJiil isi in el htu BssA swasd by k as sbm mm
tfcet as et WylTmi. then wen H7S&000 tepSdBei ssweat ef Jesst BseA petendfaiB. •* wUek
te jitiiaiil SBMM wen sweei by is pMs ss4 tUMOO to •ciadpel sasNet wen •weedby ike Cei

nl sad Behstfea, $H%. GeU BssA, Seriss A. ef wUek 9k*lim
ay tae peJOie.



Holders of shares of capital stock of the Gas Company, Preferred and Common, are entitled to one
vote for each share held; and in elections for directors shareholders have the right to cumulate their
votes.

Interest on the Joint Bonds has been paid through the last matured interest payment date < J u i y
1, 1941); retirements of principal have been made as required by the Indenture Ihere.nafter referred to)
under which the Joint Bonds were issued.

Full dividends on the Preferred Stock were paid through October 1, 1933; on January 2, April 2 and
July 2, 1934, partial dividends in the amount of 50* per share were paid so that in the year 1934 dividends
paid aggregated $1.50 per share; no dividends on the Preferred Stock have been paid since July 2, 1934-
Only two dividends have been paid on the Common Stock since January 1, 1917: $1.75 per share I aggregat-
ing $210,000) on June 25, 1931, and a like dividend on June 20, 1932.

At May 31, 1941, the accumulated and unpaid dividend arrearages on the 7% Cumulative Preferred
Stock amounted to $52.16% per share, or a total of $1,458,371.33.

Annexed hereto, marked Exhibit A and Exhibit B, respectively, are a Balance Sheet of the Gas
Company at May 31, 1941, and a Condensed Income Account of the Gas Company for the calendar yean
1928 to 1940, both included, and for the twelve-months period ended May 31, 1941.

SECTION 2. The outstanding securities of the Chemical Company, at May 31, 1941, consisted of the
following:

Ammmt Om«d br Ov»d br
OwmWbr *•&• N.

Joint First Mortgage 4%
Bonds, Series A, due Jan-
uary 1,1942* ...—...——— $4,795,000* $4,604,000' $ 191,000* None

Five-Tear 4% Debentures,
due January 1, 1942*—— 1497,700* Nooe 1,597,700* None

1% Cumulative Preferred
Stock, $100 par value (en-
titled to $100 per share
and accrued dividends OB
liquidation; redeemable at
$110 per share and accrued
dividends)________ 15,000 shares 1,279 shares None 13,721 shares**

Common Stock, $1 par value 300,000 shares* ** 1,200 shares*** None 198,150 share*
•For the liability of the Ckeamosl Csssaaai wka respect to the Joiat Beads and the Debenture*, tee Section 4. The

Joint Beads referred to ia taas Seedea 1 are the seans Joist Bonds referred to ia Section 1. Since May 31. 1941. namely.
u of July 1, 1941, the Gee Csapeay tmimtmtt lor eeaeiastioa $4X000 ia ariacipal amount of the I19UWO in principal
uaoont of Joiat Boada nwned br ft as above aMSttteaaa, so that as of Jury 1.1941, there were $4,753400 a principal amount
of Joint Bond* outstanding, ef wUeh HftXOOO SB ariaeiBal amount were owned by the public and 1149.000 in principal
•mount were owned by tie Gee fieuisj Sism HeySlTwi. the Chemical Company has retired $14X300 in principal
amoeat of Debeatatea, so that as ef Jarf L, 1941, then were $140,700 in frfiaerpal amount of Debentures outttandinc and
owaed by the Gas Gsssaeay.

••U£0t el ssase esans Bleats* aader taihauaie of North Continent (mentioned ia Section 3) eacurinc the North
Coatiaeat fnaaJJam Cinslarsl saTisfaailhu. ttfc*. Geld Bonds. Series A, of which $3,491400 priacipal amoent are at

•••690 at tfht t*XOOO —•*•-!•-§ ahem were hold ia the tressery. 675 additional share* have been acquired by the
Company tsses BnW ft. 1941. laia-ssalBg the sawnx held ia the oeesory at the date hereof to 1,325 there*, and redncinf
the amoeat evaMfcy '" — '

Holders of shares of capital stock of the Chemical Company, Preferred and Common, are entitled
to one vote for each share held.

Dividends at the rate of 1% par annum on the Preferred Stock wen paid from July 1, 1927 to Jan-
uary 2, 1932 (dividend payments through Jaly 2, 1928 wen charged to capital aa interest during construc-
tion, except that only two-third* of the Jar* 2, 1928 payment waa so charged); partial dividends of $1.75
per share wen paid in 1932 tad ia 1934; no dividends wen paid m 1933. Dividends in the full amount
of $7 per share were paid in the years 1935, 1936 and 1937. Dividends wen paid in December, 1936 (in
the amount of $5-25 par share) and ia January, 1937 (in the aaaomrt of $14.00 per share) in connection
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with the refunding referred to Section 4 hereof: a dividend in the amount of $5.25 per share was paid
in June. 1937; upon payment of the June, 1937 dividend all dividend arrearages were discharged by payment.
Partial dividends in the amount of $5 per share were paid in each of the years 1938 and 1939. On June
25, 1940, a partial dividend of $2.50 per share was paid, and no dividends have been paid since that date.
The only dividend paid on the Common Stock was a dividend in the amount of $20,000 (10 cents per
share) paid on April 1, 1930.

At May 31, 1941 the accumulated and unpaid dividend arrearages on the 1% Cumulative Preferred
Stock amounted to $11.41% per share, or a total of $171,250.00.

Interest on the Debentures of the Chemical Company has been paid through the last matured interest
payment date (July 1, 1941); retirements of principal have been made as required by the Debenture
Agreement (hereinafter referred to) under which the Debentures were issued.

Annexed hereto, marked Exhibit C and Exhibit D, respectively, are a Balance Sheet of the Chemical
Company at May 31, 1941, and a Condensed Income Account of the Chemical Company for the period from
June 1 to December 31, 1928, for the calendar years 1929 to 1940, both included, and for the twelve-
months period ended May 31, >941.

SlcnON 3. North Continent at the date hereof owns (a) all of the outstanding Common Stock and
637 shares (approximately 2.28% of the total) of the Preferred Stock of the Gas Company, and (b) 198,150
shares of Common Stock (in excess of 99% of the total) and 13,721 shares of the Preferred Stock (ap-
proximately 91.47% of the total) of the Chemical Company. All of the Common Stock of the Gas Com-
pany, and 12400 shares of Preferred Stock of the Chemical Company, owned by North Continent, are
among the assets pledged under its Indenture, dated January 1, 1928, as collateral security for its out-
standing Fust Lian Collateral and Refunding, S%%, Gold Bonds, Series A, due January 1, 1948, of which
at May 31, 1941, $3,491,000 b principal amount wars outstanding in the hands of the public and $329400
in principal amount were'held by North Continent in its treasury. City National Bank and Trust Company
of Chicago, a national banking association, is tfas Trustee under said Indentnre of North Continent

SECTION 4. In the refunding of $3£SS,000 principal amount of First Mortgage Fire Per Cent
Gold Bonds, Series A, of the Gas Company, which matured February L 1937, the Gas Company and
the Chemical Company jointly issued $5,100,000 aggregate principal amount of the- Joint Bonds dated
January 1, 1937 and maturing January 1, 1942. Tfas Joint Bonds were issued under an Indentnre of the
Constituent Companies to City National Bank and Trust Company of Chicago, Trustee, dated January L,
1937. Said Indenture constitutes a first mortgage (subject to tax and certain other liens and encumbrances^
on the real estate, plants, distributing systems sad equipment of the Constituent Companies. Tfas Joint
Bonds are tfas joint and several obligations of tfas Cnaelltueiit Companies and each of the Constituent Com-
panies is fully liable to the holders of tfas Joint Beads for tfas entire principal of and interest on tfas Joint
Bonds. As of May 1, 1941, City National Bank aad Trust Company of Chicago resigned as Trustee under said
Indenture and Continental Illmois National Bank sad Trust Company of Chicago was appointed and is now
acting as successor Trustee tbeieundar.

All of the proceeds of tfas sals of tfas Joint Bonds were received by the Gas Company. Of such pro-
ceeds approximately aas-dnrd was spotted by tfas Gas Company to tfas purchase by H from the Chemical
Company of tfaa {War's Dsbauruiea m tfas original principal amount of $1,700,000, which were issued
in accordance waft ass provisions of a Debenture Agreement, dated January 1, 1937, entered into by and be-
tween tfas Qksndeal Company sad Qty National Bank and Trust Company of Chicago, Trustee, Thus twc-
thirds of the prusssdi derived from tfas sele of tfas Joint Bonds was primarily for the benefit of the Gas
Company and mis third primarily for use beneit of tfas n^nt̂ i Company. Of its one-third of the proceeds,
the Chemical Company spotted (s) approxfanatary $1,400,000 to the redemption of its First Mortgage
Bonds, «"*'"i"g March 1, 1947, tfasa oeBBtsadmg (which bad to be called for redemption to permit the
Chemical Company to join in the issuanre of tfas Joint Bonds), and (b) $100,000 to part payment of the
coat of purchase and installation of a producer (to increase the supply of gas to tfas Gas Company) at the
Chemical Company's plant As of May 1, 194L dry National Bank and Trust Company of Chicago re-
signed as Trustee under said Debenture Agreement and Continental Illinois National Bank and Trust Com-
pany of Chicago was appointed and is now acting ae successor Trustee thereunder.



In connection with the issuance of the Joint Bonds, the Gas Company and the Chemical Company en-
tered into a written arrangement as to the manner in which, as between themselves only, provision should be
made for the payment of die Joint Bonds. The Gaa Company assumed the sole obligation upon die entire
issue of Joint Bends and agreed to make all payments of interest and principal thereon; the Chem-
ical Company, by issuance of its Debentures and sale thereof to the Gas Company, obligated itself to pro-
vide the latter with funds to meet one-third of the interest and principal requirements of the Joint Bonds.
To that end, the Debentures of the Chemical Company mature at the same time, bear the same rate of interest
and carry a substantially proportionate debt service fund as do the Joint Bonds. The arrangement
further provides that the Debentures cannot be disposed of in any manner by the Gas Company without die
written consent of the Chemical Company.

SECTION 5. In the proceedings before die Securities and Exchange Commission under the Holding
Company Act relating to the Plan, intervention was allowed by die Commission on behalf of a Com-
mittee representing holders of die Preferred Stock of die Gaa Company (hereinafter called die "Preferred
Stockholders' Committee") consisting of dw following persons, namely: John 0. Guthrie, Chairman; Albert
W. Browne, Emmet Moroney, William Remy, Fred W. Stryker and Joseph B. Wilson (this Committee being
more fully described in die letter transmitting this Plan). In die proceedings, die Committee asserted
in behalf of die holders of die Preferred Stock of dw Gas Company that said Preferred Stockholders or die
Gas Company had certain claims and rights against North Continent, dw Chemical Company, William A.
Baehr Organization, Inc., a service company subsidiary of North Continent, and dw officers and directors,
past and present, of said three corporations and of die Gas Company, growing out of or in connection with
(a) dw organization of dw Chemical Company, dw gas supply contract between die Gas Company and the
Chemical Company hereinbefore mentioned and die price of gas between dw two companies, (b) manage-
ment fees charged to dw Gas Company by dw William A. Baehr Organization (both before and after
incorporation), and (c) various other matters alleged to be to dw detriment of dw Gas Company, includ-
ing dw issuance of certain bonds of die Gas Company in 1929 and 1931 and dw disposition of dw proceeds
thereof. The Preferred Stockholders' Committee, in addition, contended in dw proceedings for dw applica-
tion of certain theories of valuation in determining dw relative valoea of dw properties of dw Gas Com-
pany and the properties of the Chemical Company to be purchased by dw Gas Company as mentioned in
Section 6(c), as bearing upon dw proportion of new Common Shares of dw Gas Company to be received
under dw Plan by dw holders of dw presently outstanding shares of Preferred Stock of dw Gas Company.

Intervention was also allowed by dw Commission on behalf of City National Bank and Trust Company
of Chicago, as Trustee under dw Indenture of North Continent referred to in Section 3 (under which are
pledged, among odwr diings, 12£00 of dw shares of Preferred Stock of dw Chemical Company). Said
Trustee in dw proceedings couMStad dw claims and rights asserted by dw Preferred Stockholders' Committee,
The Trustee also in dw proceedings conssndsd for dw application of certain theories of valuation in dw
determination of dw relative Tames of dw properties of dw Gas Company and dw properties of die Chemical
Company to be purchased by dw Gaa Company as mentioned in Section 6(c), as bearing upon dw pro-
portion of asw r îMM^ Shares of dw Gaa Company to be received under dw Plan by dw Chemical
Company.

C.

Sixmos* C Tfc» P1*» »
(a) ts> efayBfy dw capital stiucluis of dw Gas Company so dwt it will hare outstanding but one class

(hi to imtiibute voting power fairly and equitably among dw security holders of the Gas Company
ia accordance with the provisions of Section ll(b)(2) of dw Holding Company Art;

(c) to vest in the Gas Company all dw right, title aad hmvtat of dw Chemical Company b and to
dw Doamesa, properties, aad contiact and other rights, of every kind aad character, of dw Chmnieal
Company, other than dw indebtedness and the shares of capital stock of North Continent Mines,
Inc. aad of The S. W. Shattnck ry^L l̂ Company, hereinafter mentioned in Section 10, owned
by dw <"k«»it»^ Company, sad odwr thfif dw sum of 145,000 in cash which will be retained and
disposed of by dw Chtr>L>f1 Company as hereinafter provided in Section 10;



f
(d) as a necessary incident to the marten referred to shove, to settle, compromise and release the

claims and rights mentioned in Section 5;
(e) to refund the Joint Bonds by issuance of securities of the Gas Company alone;
(f) to liquidate and dissolve the Chemical Company upon refunding of the Joint Bonds; and
(g) to simplify the structure of the holding company system of which the Constituent Companies

are a part.

tat 11.

PROVISIONS OF THE PLAN

SECTION 7. The Plan involves three steps as set forth in Sections 8, 9 and 10 (see Section 14).
Stcnoir 8. Sttp I. Tbe charter of the Gas Company shall be snvtnded so that the authorized cap-

italization of the Gas Company will consist of 150,000 shares, all of one class, of the par value of $15
per share (herein called "new Common Shares"). The presently issued and outstanding 27,319 shares of
Preferred Stock of the Gas Company (being all of said shares outstanding other than 637 shares thereof
owned by North Continent), iaclnding all accumulated but unpaid dividends thereon and all other claims and
rights in connection therewith, shall be reclassined as and exchanged for, in the aggregate, 77,314 new Com-
mon Shares. All the presently issued and outstanding shares of Common Stock, and said 637 shares of Pre-
ferred Stock, of the Gas Company held by North Continent (said shares of Common Stock being pledged
with the Trustee under the Indenture of North Continent as mentioned in Section 3) shall be surrendered
for cancellation. Upon the execution and filing of an appropriate amendment to the charter of the Gas
Company the holders of the presently outstanding Preferred Stock and Common Stock of the Gas Company
shall cease to be holders thereof, and the holders of said 27,319 shares of Preferred Stock shall become
holders of new Common Share* upon the basis hereinbefore mentioned.

Immediately following the recapitalisation of the Gaa Company, the Chemical Company shall sell,
transfer and assign to the Gas Company all of its right, title and interest in and to its business, properties,
and contract and other rights, of every load and character, except as mentioned in Section 6(c), in exchange
for 57,041 new Common Shares of the Gas Company. The Gas Company shall take said business, properties
and contract and other rights subject to all liens, claims and charges thereon, and shall assume all lia-
bilities and obligations of every bad and chancier (other than the Debentures, and the interest thereon,
hereinafter mentioned) of the Chemical Company seemed to or existing OB the dale of transfer, including

The Debentures of the f*-»to«i Company owned by the Get Company and the unpaid accrued interest
thereon (see Section 4) shall be canceled and the Gee Company alone shall refund the Joint Bonds (sea
Section 9).

As hereinbefore mentioned and ae will be noted from the table in Section L, North Continent owns
637 shares of Preferred Stock of the Gaa Company. These shares are not pledged under the Indenture of
North Continent (mentioned in Section S). In order to assist in the working oat of the Plan, and in considera-
tion of die settlement, nempnmise and release hereinafter provided for of the claims and rights mentioned
in Section S, as •£••* dst corporations therein referred to (i) North Continent has agreed to, and shall,
surrender to the fern Cenmeny for cancellation, as hereinbefore provided, said 637 shares of Preferred
Stock of the Gea Cemyeny owned by North Continent, and (H) North Continent and the Chemical Company
have agreed to, ens! shah, deliver or cause to be delivered pro rata to the holder* (other than North
Continent) of the Ptnfened Stock of the Gea Company 4£43 of the 57,041 new Common Shares of the
Gee Company to be received by the Chemical Company as hereinbefore mentioned (sea Section 10(d) (iii) ).
Therefore, the holders of the outstanding shares of Preferred Stock of die Gas Company (other than North

will receive not only dwir pn rata interest in dbs 77314 new Common Shares into which their
shares of Prefaied Stock are to be rsrl satined a* hereinbefore mentioned, but also said 4£43 shares, or a
total of 81̂ 67 new Common Share* of die Gee Company, constituting approximately 61% of the total
number of new Common Shares to be outstanding upon consummation of das Plan, and being on the basis
of S new Common Shares for each share of Preferred Stock held.



In addition, Mr. William A. Baehr (President, stockholder and a Director of North Continent and
of the Gas Company, President and a Director of the Chemical Company, and also, until recently, Presi-
dent and a Director of William A. Baehr Organization, Inc.) has agreed (i) to pay $2.50 per share in
cash to the holders (other than North Continent) of the presently outstanding shares of Preferred Stock
of the Gas Company (and any escrow and other distribution expenses in connection therewith), and (u)
to distribute, pro raU, to and among such holders, through the medium of scrip certificates, 741 new
Common Shares to be received by him on account of 247 of the 347 shares of Preferred Stock of the Gss
Company owned by him and to psy any Federal transfer taxes in connection therewith. The payment
and distribution to stockholders will be made concurrently with the delivery to said holders of the new
Common Shares to be received by them upon the recapitalization of the Gas Company as hereinbefore
provided. Mr. Baehr has agreed to make the proposed payment and distribution in order to facilitate the
carrying out of the Plan and in consideration of the settlement, compromise and release, hereinafter pro-
vided for, of the claims and rights mentioned in Section S as against the officers and directors therein re-
ferred to. Mr. Baehr denies the validity of said claims and rights and of any alleged liability of himself,
or of any of said officers or directors, to the Gas Company or to the holders of its Preferred Stock.

Upon the consummation of Step 1, therefore, each holder (other than North Continent and other than
Mr. Baehr with respect to said 247 shares mentioned in the next preceding paragraph) of presently out-
standing shares of Preferred Stock of the Gas Company will receive, for each share of said stock, three
new Common Shares of the Gas Company, scrip certificates (see Section 10(d) (iv)) for 741/27072 new
Common Shares, and $2.50 in cash.

The issues dealt with in the Plan, and particularly this Section 8 _ the determination of the rela-
tive vtlues of ihe properties of the Gas Company and those of the Chemical Company to be acquired by
the Gas Company, and the consideration of the alleged claims and rights of the Gas Company and the hold-
ers of shares of its Preferred Stock mentioned in Section 5 — involve difficult and complicated questions
of fact and law. The provisions of Step 1 reflect what is believed to be a reasonable overall settlement and
compromise of the conflicting views of the Applicants, the Preferred Stockholders' Committee, and the
Trustee under the Indenture of North Continent on these questions. Consequently, upon the consummation
of Stop 1 the alleged claims and rights of the Gaa Company and of the holders of shares of its Preferred
Stock against the corporations and persona mentioned in Section S shall be ipto facto released and dis-
charged.

Sxcnoif 9. Stop 2. Concurrently with or immediately following the carrying out of Stop 1 aa provided
in Section 8, the Gas Company will issue and sell its new first mortgage bonds and notes, and with the pro-
ceed* of such securities, together with other funds of the Gaa Company, will retire the Joint Bonda by redemp-
tion before maturity at par and accrued interest or by payment (the Joint Bonds mature January 1, 1942).
It is contemplated that the new securities so to be issued and sold by the Gas Company will be substantially
as follows (subject to the provisions of the lest paragraph of this Section 9):

1. $3,700,000 aggregate principal amount of First Mortgage Bonda to be dated approximately the
dale of the issuance thereof, to hear interest at the rate of 4% per annum, to mature twenty yean
after date aad to be redeemable at per aad accrued interest plus a premium graduated downward,
the Mtial premium not to exceed 8% of principal. The new First Mortgage Bonda will be issued

aad secured by a Trust Indenture constituting a first mortgage lien upon the properties
exception*) of the Gee Company (including properties to be acquired from the

Company). It is ooatemplated thaCsaidTrnst Indenture will, infer alia, in effect provide
" eefollowe: *̂*~

Boods may be iaened under the Trust Indenture (in addition to the initial issue of $3,700,000)
from time to time against the deposit of cash, the retirement of previously outstanding bond*
(other than through operation of the debt service fund hereinafter mentioned or any sinking
or other similar fund) or the acquMtion of bondable property (a* defined in the Trust In-
denture) to the extent of 60% of the net expenditures (a* therein defined) for, but not to
exceed 60% of the fair value of, each bondable property. There will be a further proviaion
that no additional bonda (other than the bond* issued in lieu of retired bond* within two yean
prior to the maturity of such retired bonds aad bearing a rate of interest no higher than that



boroe by such retired bonda) may be issued unlew the net earnings (u defined in the Trust
Indenture) for a period of twelve consecutive calendar months within the fifteen calendar
months immediately preceding application for the authentication and delivery by the Trustee
of such additional bonda shall be at least equal to two and one-half time* the interest require-
ments for one year on bonds then outstanding (other than bonds to be refunded) plus those
then applied for. Appropriate provision* will be contained in the Indenture for taking into
account aa earnings of the Gaa Company, during the first fifteen months, earnings of the
Chemical Company or the properties thereof to be acquired by the Caa Company.

(b) Any additional bonda iasoed in accordance with the provisions outlined in subparagraph fai
may be of the same series aa the $3,700,000 principal amount of bonda initially issued, or
may be of other series. Bonda of other series shall bear such rate of interest, shall mature
at such date or dates, shall be entitled to the benefit of such sinking fund or funds, shall be re-
deemable at such prices, and shall contain such other provisions, aa shall be determined by the
Board of Directors of the Cas Company prior to the issuance thereof.

(c) A debt service fund will be provided for the initial issue of 13,700,000 of bonds. This fund
will provide for semi-annual payments of 1124,000, the initial payment to be made seven and
one-half years following the date of issuance of the bonds. Each such semi-annual debt
service fund payment is to be used first for the payment of interest then due on the outstanding
bonds and the balance ia to be applied to the retirement of bonds either by purchase at not to
exceed, or by redemption at, the then existing redemption price. The Indenture will contain
appropriate provisions for a proportionate increase in the amount of the semi-annual debt
service fund payments in the event of issuance of additional bonda of the initial series.

(d) In the Indenture the Company will covenant, among other things, to ""*"»•"» its property
in good repair and to permit inspection of its property by an independent engineer, at the
request of the Trustee, from time to time, but only at intervals of not lew than five years. In
addition, provisions will be contained in the Indenture to provide for the annual deposit by
the Company with the Trustee, as a Depreciation Fond, of. an amount equal to the greater of
the following two amounts, namely:
(i) a sum equal to the amount of depreciation set up upon the books of the Company for

the preceding calendar year, or
(ii) the sum of 1185,000 pins or minus l%% of net property additions or net property retire-

ments, as the case may be, subsequent to the date of the mortgage.
Provisions will be contained whereby the Company may take credit against the amount so to
be deposited with the Trustse for sums expended (with certain exceptions or limitations) for
(1) construction or acquisition of boodable property (as defined), (2) retirement of the Serial
Notes hereinafter msnri'niH, and (3) rsdiement of First Mortgage Bonds. It will be provided
that credit for bondable piopeitt sfpunrffhirss may he carried over for a period of not more
than five years as credits against subsequent payments due in accordance with this covenant
Provisions will be eontamasl m the Indenture for the application of moneys in the Fund sub-
stantially m •* SUM manner as the proceeds of relssssd property.

(e) The ConwnvyjWI oovanant that it will not declare or pay any dividends (other than stock
dividends) er Juvckase or acquire (other than by exchange for other shares) any shares of
its capital stonlt'savant out of surplus earnings arising subsequent to May 31, 1941.

1700,000 ifgNfxte prindpd amount of Series Notas to be dated of even date with the new First
Mortgage Bonds and ID mature KOjOQO ssad~annaally bughmhig six months from the date of issuance.
The Serial Noise snail bear mtsrost at such ran or rates (the average rate to be not more than
3ft% per annum) as, under market conditions at the time of sale, will permit such sale on the
most favorable terms to the Gas Company. They are to be issued under a Trust Agreement which
will, Mttr «£e, in afrnct provide snhsfantially as follows:

f

/



(a) The issue of Serial Notes shall be limited to 1700,000 aggregate principal amount
(b) No additional debt maturing more than one year from the date of creation or assumption

thereof may be created or assumed except additional bonds issued under the provisions of the
Company's Trust Indenture hereinbefore referred to under 1, securing the Company's First
Mortgage Bonds.

(c) Provisions shall be made permitting the redemption of the Serial Notes either as a whole, or
in lots constituting not less than all of the then outstanding Notes of any one or more maturities,
at par and accrued interest plus a premium based on the number of 6-month* periods between
the date of redemption and the regular maturity date, the premium in no case to exceed 1%
of principal.

(d) The Trust Agreement will contain appropriate provisions for the protection of the Serial
Notes in the event that the Trust Indenture securing the First Mortgage Bonds is not in existence
throughout the life of the Serial Notes.

In view of possible change* in market conditions prior to the consummation of the Plan, it may
become advisable to change the terms or character of the new securities to be issued to refund the Joint
Bonds; and in view of the impending maturity of the Joint Bonds and the necessity for prompt action, it is
understood that holden of securities of any class, by assenting to the Plan, assent to the iasuance and sal*
of such new first mortgage bond* and note* of the Gas Company, and to such provision* to be contained
in the bond indenture and note agreement, as the Board of Directors of the Gas Company (subject to the ap-
proval of the Preferred Stockholder*' Committee and of the Trustee under the Indenture of North Continent)
shall deem advisable (even though differing from the provisions referred to in paragraphs I and 2 above),
subject only to the following limitations: (i) the principal amount of securities to be issued to refund the
Joint Bonds shall not exceed the principal amount of the Joint Bond* to be refunded, (ii) the interest rat*
on the new bond* and the average interest rate on the new note* to be issued to refund the Joint Bond*
shall not exceed 4Vx9t per annum, (ill) ii it becomes necessary or advisable to nil at a discount dw se-
curities to be issued to refund dw Joint Bond*, th* total discount shall not exceed 5% of the aggregate
principal of said new securities, and (iv) the premium payable upon redemption of any such new securi-
ties shall not exceed 8% of principal.

SECTION 10. Sup 3. Concurrently with or a* *oon a* may be conveniently done after the carrying
oat of Steal 1 and 2, a* provided in Section* 8 and 9, the Chemical Company shall be liquidated (and
thereafter dissolved) in the following manner (subject to the provisions of the last paragraph of this
Section 10):

(a) In view of the small number of outstanding share* of Common Stock of the Chemical Company
not owned by North Continent (S2S share* in all). and in view of the expense of determining die
•act interest, if any, of tb* holdm of shares of Common Stock in die assets of die Chrniical Com-
pany, it has) b**B deemed advisable, M a practical matter, arbitrarily to pay to the holden of add
share* of Common. Stock not owned by North Continent 15.00 • share in cash, although it is
d***Md dtat o*i liquidation of tb* Qwnrifal Company through sale of it* asset* holden of than*
•i C**J*M*i Stock of dki ^̂ â***1 Company would receive (after payment of expenses of liqnida-
ftkju nd th* preferential amount* to which th* holden of dw Piefaued Stock of die Chemiral Com-
pig* voold be entitled upon liquidation) substantially less than thai amount if anything at alL
St*ft c*sm payment i* to b*> mad* from tWjmmof $45,000 to be retained by the nu**i*»l Com.
pmry a* provided in Section 6(e).

(b) Tb* remaining put of dw *nm of $45,000 retained by dw Chemical Company a* hereinbefore pro-
vided (after paying to die holden of die 525 share* of Common Stock of die Chemical Company
th* amount provided in die next preceding paragraph hereof and after paying or providing for
neoamary ajprnwo* of liquidation and dissolution not to exceed &500) will be transferred and paid
to Norm Crti*"*"* Mine*, lac. as a oontribation to its working fund*.

(e) The indebtedness owed by North Continent Mines, Inc. to dw Chemical Company, amounting at
July 31, 1941, to $233,756.62, shall be forgiven by dw Chemical Company a* a capital contribution
by dw Q»nVifJ Company to it* wholly owned subsidiary. The indebtedness of The S. W. Shat-



tuck Chemical Company to the Chemical Company, amounting at July 31, 1941, to 1109,622.42,
dull be told to North Continent for an amount in caah equal to the amount of said indebtedness
including interest, which cash shall be distributed pro rota to the holder* of the outstanding shares
Of Preferred Stock of the Chemical Company. North Continent, in paying the purchase price for
Mid indebtedness, shall be entitled to credit in an amount equal to the amount of said purchase
price distributable to it as the holder of shares of Preferred Stock of the Chemical Company. Pen-
ding consummation of the Plan, no further advances will be made by the Chemical Company to
either of said other corporations and neither of said other corporations shall repay any of its
said indebtedness to the Chemical Company as of July 31, 1941.

(d) The remaining assets of the Chemical Company, consisting of the new Common Shares of
the Gas Company to be received by the Chemical Company as mentioned in Section 8 (after de-
ducting therefrom the 4,643 shares as mentioned in the third paragraph of said Section), and all of
the outstanding shares of capital stock of North Continent Mines, Inc., a Wyoming corporation,
and 60% of the outstanding shares of capital stock of The S. W. Shattuck Chemical Company, a
Colorado corporation, will (subject to the provisions hereinafter contained in this Section 10) be
distributed pro rata to the holders of the outstanding shares of Preferred Stock of the Chemical
Company, as follows:

(i) The Chemical Company owns all of the 100,000 outstanding shares of capital stock of North
Continent Mines, Inc. The number of outstanding shares will be changed to 15,000 (or a
multiple thereof) shares, so that upon distribution the holders of the 15,000 outstanding
shares of Preferred Stock of the Chemical Company will receive a whole share or shares of
the capital stock of North Continent Mines, Inc. for each share of said Preferred Stock.

(ii) The Chemical Company owns 300 (60%) of the 500 outstanding shares of capital stock
of The S. W. Shattuck Chemical Company (there being only 500 shares authorised by
its charter). Under the laws of the State of Colorado the rote or consent of the holders
of not less than two-thirds of the outstanding shares of capital stock is necessary to amend
the charter. In the event it is possible to secure such two-thirds vote or consent, the charter
of The S. W. Shattuck ^V-ffH Company will be amended to provide for 25,000 (or a mul-
tiple thereof) ontaUnding shares of capital stock, all of one class, so that upon distribution
the holders of the 154)00 ««*^-~M«g show of Preferred Stock of the Chemical Company
will receive a whole share or shares of the capital stock of The S. W. Shattnck Chemical Com-
pany for each share of said Prefeired Stock. However, in the event it becomes impossible
so to amend the charter, the -r**nrtf~t ahares of capital stock of The S. W. Shattnck
Chemical Company will be distributed either through the medium of fractional shares, or
scrip certificates evidencinf fractional shares, or otherwise as shall be deemed feasible by
the Board of Director* of the Cbenrical Company, in order that each preferred shareholder
of the Chenucal Company may receive his pro rata interest in the stock of The & W. Shattnck

(Hi) Ae wfl be noted front the table in Section 2, oat of 13,721 shares of Preferred Stock of the
"' "' •! Company owned by North Continent, 1£21 shares are not pledged under the In-

e/ North Continent (mentioned in Section 3). North Continent, in connection with
onpromies and release provided for in the third paragraph of Section 8,

bee agreed to waive its rights to receive any new r^m——m Shares of the Gee Company, upon
the liquidation of the fhtsnirsl Company, on account of these 1,221 unpledged shares.
Therefore, the 57,041 new Common Shares of the Gee Company to be received by the
Chenriral Company as provided m the second paragraph of Section 8, after deducting there-
from the 4643 new Common Shares mentioned in the third paragraph of Section 8, will
be distributed pro rate with respect to the snares of Preferred Stock of the Chemical Com-
pany other than said 1*221 unpledged snares. Fractional shares will be evidenced by scrip



(iv) Any scrip certificate* evidencing fractional shares issued under the Plan shall be non-Tot-
ing and non-dividend bearing, and shall expire and become void unless combined with
other scrip certificates evidencing a whole share or shares and exchanged for a whole share
or shares on or prior to January 2, 1945. However, holders of scrip certificates, upon exchang-
ing their scrip certificates for a whole share or shares, will be entitled to any dividends paid
prior to exchange upon the whole share or shares received by them.

It is understood that if prior to distribution by the Chemical Company of the shares of capital ft*-1-.
of North Continent Mines, Inc., and of The S. W. Shattuck Chemical Company, owned by it as hereinbefore
mentioned, the Chemical Company shall sell all the shares and/or indebtedness owned by the Chemical
Company in either or both of said corporations, or all the ssscti of either or both of said corporations
shall be sold, the net proceeds of any such sale or sales to which the Chemical Company is directly or
indirectly entitled will be distributed to the holden of the shares of Preferred Stock of the Chemical Com-
pany pro rota in accordance with their holdings in lieu of the shares of the corporation or corporations
whoae shares or assets are thus sold, and the provisions of paragraphs (c) and (d) above may be changed to
comply with the terms of sale.

The distributions hereinbefore in this Section 10 provided for an to be in complete cancellation or
redemption of all of the shares of capital stock of the Chemical Company in accordance with a plan of
liquidation to be adopted by the Chemical Company under which the distribution and transfer of all prop-
erty under the liquidation is to be completed within a time to be specified hi such plan. (It is contemplated
that such liquidation will be completed concurrently with, or at least within ninety days after, the consum-
mation of Sup* 1 and 2; bat in any event the initial step* m the liquidation will be begun prior to or
concurrently with the consummation of Stopt 1 and 2, and the liqnidation will be carried through to com-
pletion aa quickly aa possible).

In the event for any reason any of the foregoing step* in the liquidation of the Chemical Company
cannot be carried out, the Company will be liquidated through judicial proceedings or in such other lawful
manner aa shall be determined by the Board of Directors of the Chemiral Company.

Sccncm 11. All agreements between the Constituent Companies in effect prior to consummation of the
Plan, iirM'̂ g particularly the gaa supply contract, shall be terminated.

Sicnoir 12. All feaa, commiaaiooa and other remuneration in connection with the Plan to whomsoever
paid shall, to the extent required by law, be subject to approval by the Securities and Exchange Commis-
sion and the IHinoia Commerce Commiarion. The fees, expenses and remuneration thus to be paid include
the feea, expeuaea and remuneration of the Applicants and of City National Bank and Trust Company of
Chicago, aa Trustee, and of the Preferred Stockholders' Committee, and of their respective counsel, auditors,
engineers and assistants, all of whkh fee*, expenses and remuneration the Applicants, as a part of the Plan,
have agreed to pay if and when the Plan is conaammaxed, and if and to the extent approved, and as allocated
among the Applicant!, by tfa* Securities and Exchange Commission (except that the Chemical Company
shall not be obligated to p*y any such fees, commissions or other remuneration from the assets to be re-
tained by fc a« mur^T-Til B Section 6(c) other than aa provided in Section 10(b)). The Indenture of
North CoadMBJt (mentioned in Section 3) provides that the Trustee thereunder shall have a first lien upon
the trust ynpextf for ita reasonable axpaneei, counsel feea and compensation, which expenses, counsel fees
and coABjaBjaBnoai North Continent therein agrees to pay OB demand.

StcnOfl 13. Tbare shall be secured, before the Plan is consummated, the following assents to and ap-
provals of the Plan, or applicable portions thereof (subject to the provisions of the last sentence of this
Section 13), namely:

(a) TJfc approval of ma Securities and Exchange Coaniaaion under the Holding Company Act;

(b) That approval of the Hlinoia Commerce Commiarion;

(c) The assent of the holden of not leaa than two-thirds of the presently outstanding shares of the
Preferred Stock of the Gaa Company, voting aa a class;

10



(d) The assent of the holder of all of die presently outstanding share* of Common Stock of the Gas
Company. North Continent owns all of said outstanding shares of Common Stock but such share*
sre pledged under the Indenture of North Continent which contains certain provisions relating to
the voting of said share*;

(e) The assent of die holders of a majority of the presently outstanding shares of Preferred and Com-
mon Stocks of die Chemical Company. North Continent owns 198,150 of the outstanding
198,675 share* (not including 1,325 treasury shares held by die Chemical Company) of Com-
mon Stock of die Chemical Company and a* such holder will assent to the Plan. North Con-
tinent also owns 13,721 of the outstanding 15,000 shares of Preferred Stock of die Chemical
Company, but of said 13,721 shares 12£00 are pledged under the above mentioned Indenture
of North Continent which contains certain provision* relating to die voting of said pledged shares;

(f) The assent of die holders of a majority of die presently outstanding shares of Preferred Stock of
the Chemical Company exclusive of die shares owned by North Continent or by any of die officers
or director* of the Gaa Company, die Chemical Company or North Continent;

(g) The assent of die Trustee under die Indenture of North Continent (referred to in Section 3);

(h) The approval of a court, upon application dierefor by die Securities and Exchange Commission,
if die Commission shall have been requested to make such application in accordance with the
provisions of Section 11 (e) and Section 18 (f) of die Holding Compeny Act

Sccnoir 14 Whenever dwre shall have been procured die assents and approvals to die Plan men-
tioned in Section 13 (if and to die extent required as set forth in said Section), die Boards of Director* of
die Gaa Company, die Chemical Company and North Continent shall declare die Plan effective and take
such action as shall be necessary or desirable to carry oat die Plan. When die Plan shall have been
declared effective, aa aforesaid, it shall be binding, to die extent permitted by law, upon all persona affected
by die Plan, inclnding all stockholder* of die Gas Company and of die Chemical Company whether or not
dwy have assented to dw Plan.

It is recognised diet from die nature of die problems involved in die refunding of die Joint Bond*
it may become impossible or inadvisable, on account of market or odier conditions, to consummate die
transaction* provided for in Sttp 3, and b each event dw complete liquidation of die Chemical Company
as provided for in Step J may of nsuuesity be postponed until dw refunding of dw Joint Bonds. It is
understood, dwrefore, diet by consenting to dw Plea security holders consent to dw carrying oat of dw
transactions provided for in Sup 1 even dwogh k become* impossible to carry out dw transactions provided
for in Step 2 (and hence dw transactions piovided for in Sup 3 are not carried out), in which event dw
Gas Company, aa between it and dw Chemical Company, shall be solely liable on dw Joint Bonds, and shall
indemnify dw fT**»"'*a1 Company from say liability thereon.

SlCRDN 15. The fern el the enendejeBl to die Article* of Incorporation of die Gee Compeny
and of any amendments to its by-law*, die forms of stock certificate* and other securities, and die forma of
all agreements, instruments and ether fanr**** which may be necesury or proper for die purpose of car-
rying oat the PUB shell (oflssBaBBM wnt th* provMons of die Plan) be determined by die Boards of Di-
rector* of the Gej CaKpeBy, of the CnoaJcel Compeny, and of North Continent, subject to die approval
of counsel for fcr Pkaferred Stockholders' Committee, and for die Trustee under die Indenture of North
CftirtiBf»<, sad fte BrtJBt. to the extent provided by Uw ĵo t̂he approval of die Securities and Exchange

. . -~j _ . - Commiaaion, and of any odMr body or authority having jurisdiction
in die premises.

StcnoH 16. In eoaneedon with or as soon as Buy be conveniently done after die carrying out of
Sttf I as provided m Section 8, appropriate corporate action will be taken whereby die Board of Director,
of die Gee Coanevy wifl consist of the following peaons:

JSBSH L Alien (Partner of Boo*, Fry, Alien A Hamilton, Management Engineer*).
Address—1SS S. LaSalle Street, Chicago,
i Address—Highland Park, nimofc.
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L. H. G. Boaicarea (Vice-President of Stone * Webster Eogineeriog Corporadon) (Director of the Cat
Company).

Business Address— 33 S. Clark Street, Chicago.
Reaidence Addreae — Winnetka, Illinois.

John O. Gnthrie (Aaaociated with Bowea ft Co., Inc., Insurance Underwriter* of Lloyd* of London)
(Chairman of Preferred Stockholders' Committee).

Buaineaa Addresa— 135 S. LaSalle Street, Chicago.
Residence Addresa — Newport Township, Lake County, Illinois.

James L Martin (Chairman of the Board of Directors of Ashland Oil & Refining Company) (Special
Agent in Chicago of New York Life Insurance Company) .

Business Addresa— 29 S. LaSalle Street, Chicago.
Residence Addreaa — Highland Park, Illinois.

William Remy (General Contractor) (Member of Preferred Stockholders' Committee).
Business Address — Wilmette, Illinois.
Residence Addresa Wilmette, Illinois.

P. P. Stathas (Partner of Duff & Phelps, Public Utility Analysts).
Business Address— 206 S. LaSalle Street, Chicago.
Residence Address — Deerfield, Illinois.

J. W. Sykes (Vice President and Director of the Chemical Company and Director of North Continent;
alao Chief Engineer of William A. Baehr Organization, Inc.).

Business Address— 231 S. LaSalle Street, Chicago,
Residence Address— Wheaton, Illinois.

John S. Whyte (Treasurer of The Bunting System, Publishers of Trade Publications serving the Hard-
ware Trade).

Business Addresa — Waukegan, Illinois,
Residence Address — Wsukegmn, Illinois.

A. C Winters (Vice Pteaideot, Treasurer and Director of the Gas Company and of the Chemical Com-
pany; also President and Director of William A. Baehr Organization, Inc.; formerly Vice Presi-

TrOMQYW fl&Q DlXVCtOT 01 WOTtO
Bonne* Address— 231 S. LaS«lle Street, Chicago.
Rasideoos Address 7628 Craadon Avenue, Chicago.

Of the persona above named, tha following (constituting a majority) were originally suggested by
the Preferred Stockholders' r^^in^ namely, James L. Allan, John 0. Gothrie, James L Martin, Wil-
liam Remy and John & Whyte, Tha other persona above named wen originally suggested by North Con-

Tha B»>Lcws of the G«* Conpaay will provide that die Directors to be elected as herein provided shall
hold osBo* •til the aasraal iimatlng of tha shareholders to be held in April, 1943, or until the election and

t lt_,mlMm_ —M -* * -• - - -<raaiuMSBMSi at tnatr raapacnva •aooasaora*

1m 40 a**** say of tht abovo namad parsons prior to elactioo becomes for any reason unavailable
for eietdoB m a dlractor of tha Gas Company, then each substitute parson or persons shall be elected as
shall hi approved by ths Applkanta and tha Preferred Stockholders' Committee.

SKTKMf 17. Tha staftagasnto ennTalnad b the Plan an baUaved by tha Applicants to ha true and cor-
net hot an made without representation or warranty and solely for the purpose of presentation and sub-
nuasMB of tfaa PUB aa haiaui provided.

SKTIOH 18. The Plan is to be made effective aa of May 31, 1941, the date of the annexed Balance
Sheets and the last data) to which earnings have been included ia the annexed Income Statements.

12



ttrt III.
EFFECTS AND RESULTS OF THE PLAN

SECTION 19. The capitalization of the CM Company, upon the consummation of the Plan, will be sub-
stantially at followi:

kmmn* \mtmt
Out-

TfcU «f

First Mortgage — % Bond*,
Series A, due ——————
1, 1961. • •• 13,700,000 13,700,000 None

Serial Notes (to mature
150,000 lemj-aiinually) • 700,000 700,000 700,000 None

Common Shares, par value
$15 per ahare 150,000 134355 86321" • 47,534* ••

aharea shares shares shares

•Exact trootmt ef Beadf sad Notts not B«W 4etsraiaable but tool sawaat to be leraod to rtfoad the
Joint Boodi will aot exceed principal amount oi Joial Bonds to be refunded. For farther Information coa-
ceninc th« above Boad* sad Notes, iacludiat iaunst rue, otstoriry, sad redemption presuuav see Section 9.

••Additional Bonds of Series A sad Bonds of other sehet auy be issued subject to the term* of the
Indenture.

•••To the nearest roll share.

Holder* of the new Common Shares of the Gas Company will be entitled to one vote for each share
held; and in elections for directon shareholders will hare the right to comalate their rotes.

Annexed hereto, marked Exhibits E and F, respectively, are a pro forma Balance Sheet, aa at May 31,
1941, and a pro forma Condensed Income Statement for the twelve months period ended May 31, 1941, at
the Gas Company after giving effect to the conaommation of the) Plan. The baau of preparation of said
pro forma Balance Sheet ""* C^rni^fffH Im*«m» Statement and the adjostmenta reflected therein are set
forth therein or in the notes thereto.

SHOU GAJ COMPART
NO«TH SHOU COKI & CHIIDCAL COICPANT
Norra Commmi UTHJTIXS COIPOIATION.

Dated Novaaber 1, 19<L

*
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UTILITY PLANT (So* not, 1):
Fraachi**a, organization eipen**. etc.
Ga* plant

A S S E T S A N D D E F E R R E D C H A R G E S

Utility plant adjuitment account* ..........._.........._........_...._.........——.-.............................._.......................
INVESTMENTS:

Seeuritie* of affiliate*—
Fire year 4% debenture* of North Shore Coke 4 Chemical Company due January 1, 1942 (prin-

cipal amount. 11497.700), at coat (Soe not* 5)————————............___._____.__.._..._
Other (ccurity in?

Securitiee barini no quoted market Talue, at coet
CURRENT ASSETS:

Cash la bank* and on band ————___._——..._
Account* and no)** receivable—

Ca* coniumen —._______________.....
Merchandia* and jobbinf customer* (So* not* 2)
Other ________________________

t 137.031.65
6.318.700.98
3.823.716.16

11.549.769.00

360.00

f 159434.79

NORTH SHOR.
BALANCE SHEET

110.279,448.79

1350.129.00

L*u: Reaen*

... $148,16141
_ 159,050.91

336.10

S307.548.32
——_......__..——.._.— 2347094

Interact accrued oa debenture* of North Shore Coke t QMmieal Company (affiliated com-
pany) ———————————————————————————————————————————

la van tone
Merchandise far reeele, at coat ________________
Oporatinc and eoaatructlon material* and eappllea, at coat

16249345
82448.18

Total current aaaet* ..._....._.....—————————.._.——...........—————..————.
OTHER ASSETS:

Appliance* inatallod ia cu-tomer*' premiaee ander rental parch*-* contract* (So* not* 3).
Debt aerric* fund with truat** of joint drat aMftj-f* bond* —-—————————————
Special depoait*
Not** receivable—not current

DEFERRED CHARGES:
Uaexpired Uuuranc* and other prepaid
Uatatordaed d*bt diacoBBt and
Deferred ex

_ ,_ . (M* Not* S).
__..- __,_ r* propoood PUa of ••nffaata-riftB-
Deaarred *ii|iiMerin| *xpen*e* (See Beta 4)—————
CaaB ia eloeed bank* and reetrictad had*———————

Utt: R*
SJ3LO.
SjBLO.

UBproTeaMnta in procea* oi
Other deferred charf** ———————

283,97748
26,628-12

14443643

f 32.173.42
3.740.00
U40J6

520.00

t 440741
63-224.74
16493-19
-6s006.il

7.4SI.04

614077.0.

3SJT4JB

KOTM:
(1) OttUtr alaa- ol*.
T_* a-Utr »Uat aasooat* el Ik*
ibad by UM UIUMU

$IZ610-K747

Non: Dividend* ia arrean OB th* 7% cumulatm preferred
___ la aaeoraaae* wltk UM rxiali i-i-iu of UM Urn-form; tm-m «t

. __ . _ _ _ ___ _____ ______ . _ _ - _ . Jaematy U UM. T_t *yne-i n-min* Uuu Uw BUlltr pr~Mr_« ___! be *UMd M
grurui_l aoM (M«Uuud. if ao< kaotra) at UM daM trel dtvoMd to attUtr Mrrtea. and Uuu the <-_-r«m bet-naa UM book rala* at UK*
•nvcrw tad (Bek «n*_u_ eo*« •_-_ be MaTafaMd ta eaj-rali aoaoaau I* be d*neel*led. aawrtt-ad or oili- » lie dtapo-vl el a* UM Ceav

alo_ auv a**fi)t* or dtreat.Ia UM rnil*a-lriilna oi ttt •__« •—** a* •> D*ea_t*r II. UN «• mmtarm t* UM inoti-a-uu of UM abo-» nm-1 ••!•• ot_ __ _ . - ' - - — - eeet at U* -ualble >rap*r«> M Jaa* I*, till le Ht«-ft»r) teeouu oa UM be** a<
•a Laraiiorr -M ~_oprau-t oi Id laaAbie anwarty eud* a* Uuu date or WUllaai A. Baekr. «_ieiililii| -_ra«ar ud Tta*-on_U_Mi la
ak-rn ol oaara-oo* oi UM «•*•»-_». 1* UM aeaamM halia-a t_a« druraaaed w_, addod UM ooat at act oddlUoM euwa Jan. I*, lilt.

M r*e.u-*~> br UM «•*•• e< aaeewaia, Oaii a*-»ae ven Bad* lor mua-Miu Uuu had bw* rMord-d u to* -pprauod
M ia CBO-M et a-aoeied eeo_ ead (er eanata a-aer error* aouid dmUM UM otadr.

Ta_ oBtrM* ••_* kr UM o**_**ar la raeleaeUrkw Ik* *r***rtr aeeoaaM i-mlut la laoroaea* «o UM taOawtae; aeoooBU. la UM
.til. tll.llM.ut.rr

Llll.ll
au ee-ared (1) a oradit w i>apn-i-o- in- i at IM.WI.IT ta
to proaertr at daoai oi rvtUvaMat* o*w UM uutiociod vaioaa d*un_aad

•a a foaatt o^faljaalae-li " •« -M iieiiail- -ad (1) a eredlt ol t*.tl*->« -» *«raed inrpHu. b-ac UM profli ea laad aad baUdlnf wid la
oa a* u> UM dUawataaa *(

UMreoi a* daw* ant derated to atUlty aa-rtea.the baak ralaa of ike aad UM ortaUal*.n*.
«e* Ucat *ad raal Coap-ar oa H

*•. it** o-ar tk* eaat el
tl.te«.*M.M

4«*,M*.H

*uukhnl<-n ol »-•• Rorta i_on
Narta Sker* Oai Ciaiiaif imilnmlf oauuadla*

tat* "maaiika f)e* Ooamear oa Jatr it.
t* UM Monk

ea ntr 1*. INI
of Bonk

it.iii.iii.ii



£ COMPANY —-••
iAY H, 1941

L I A B I L I T I E S , C A P I T A L S H A R E S A N D S U R P L U S

1% cumulative preferred etock, $100 par value (entitled to $100 per than and accrued dividend*
oo liquidation: redeemable at $110 per share and accrued dividend!) —

Authoroed-30.000 tharet .,-««...
Iieued —27.956 thane __.._ ....._...-.•-————•—.—.-.————-.——————-..-.— $ 2,795/00.00

6% cumulative ptefaiied tuck, $100 par value (liquidation tad redemption righta to be axed when
and aa iteued) —

Authoraed—20JOO ehane
Iteued -Now

Common .tock, $25 par value— ,««.^«.
Authorized and iitned—1204X10 thane ..........................—..-........--•-———-••—.................................... 3.000.000.00

FUNDED DEBT: $

Joint Flrat Mongage Bond* (North Shore Cat Company and North Shore Coke A Chemical Com-
pany—joiat iteuera, M* note 5) —

SeriM "A". 4%, due January L. 1942:
Authorised and iatued ___ _ _..........................—...._............-.. $5,100.000.00

Dtdua
Redeemed through debt eerrice fund _......—......................_.— ————— 305,000.00

——————— $4,795,000.00
L*M: Reacquind and held in tnaaury ._.............._.——..—......_—.—.—-.—_.————— 191.000JO

CURRENT LIABILITIES:
Account! payable ._______ _ ___....—————————————————————————— I 25.578.25
Cooaamenr meter depotita __________________————————————————————— 30.46735
Accrued ealariet and wtget ___.......______..—————————————————————————— 16.247.S4
Accrued general tazet _____ _______... —————-—————————————————— 74X296.19
Accrued federal income taut, including prorition of $17,45943 for 1941 taxM bated on Revenue

Act of 1941_______..... ...._T:..._.____._______-—-—————-—————————— 21323.98
Accrued intereet _____........._..__................_....._...__..—.....———————————————— 94JJ86J1
Due affiliated companiee—

North Shore Coke * Chemical Company ..........._._—..———-—————————— I 54J64J9
William A. Baehr Organiiaiion, Inc. _................._......_.......-...-.—•———————— 2479.01

^^————— 56,64400
Mieeellaneoue __..._._......__................_..._.._._.....-..._..........__........................_._.__.._____ 633JO

DETERRED CREDITS: ——————— 32MT7.57
Cuatomer*' advanoM for eeeatnctioa ——..__._...———————————————————————————— I 1213.70
Portion of profit on joint &m mortgage boade nacquind and bald in tree* up at Hay 31. 1941

claimahle by North Shore Coke i Chemical Company (affiliated company) upoa retirement of
eaid boade, par terme of iaaacing agreement ————————————..——————————————

RESERVES:
DepraoatiM reeerve ______._........._......_._.__——————___________.______ IU3S9.242.16
Maintenance reeerve _.._.____.. ..„ ._.._.__________.__________.______ 7,002-34
Mieeailaaaone _____________._____.___________________________ 3J5&OI

_______ L369400JB
CONTRIBUTIONS IN AID OF CONSTRUCTION _______.__________________ 9OS80JM
EARNED SURPLUS ______.__._________________________________ . 407M9.4S

1, 1941 amovatad to ($52.16% par than) $1,458J71J3.
ii.ni.iti.tt

In llll jrmiartkj «»r eraaektee la Oty et Bea . . . . . . . . . . . . . . . . . . . . L,Mt.tM.M

tMl le liti.'...*?.................._................................J*I':......'.._:_„./..... tSUTtOt
IMS. eaaaaraBat walei M laleteityee le avatlaate....... I

ii.iu.Ti«.tr
) roead the orMael

allal tad tapjlleti M be lt.lM.tee. Tae
at Dteailie] 11. ill* er te ineeertf M

tattat ike iMts.Ti(a« mm
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u> fetarve ate beta !• eaoHt of tae

turn L tan mm ikei /aw L int tke
either te

fiat?

el aaianl tea *e
la

4*
. 14. IMT.

et.iM.Me la Jeaaarr L IMT mt «ae t
tke Mata at m*

mm te Venk BMN mm n.T«MM el ft»e Tear 4«
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~____ _ eae-taMef ike m+

___« m lealtaM ifereeca ike iitliteml el Ike
ike eaeiaet el tkat eaeeaat vktea at Bbay il« 1M1
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NORTH SHORE

CONDENSED IN
For the Calendar Year* 1928 to 1940, Both

Operating expenses:
Operation, maintenance and taxes

(other than federal income taxes)

ProTUioa for federal income taxes —

Total operating npnasas — ._.

Operating Income __ .-. _ .. ____ _

Other income:

Interest on 4% debentures of North
Shore Coke A Chemical Company
(affiliated company) ——————

Twri**
Mo.th.
EadW

M«T 11. 1*41

$1,565-80892

$1.232,756.35
1 14 424 50
22JS234

$1369,433.19

$ 196375.73

$ 1Z80

64.275.00

194O

$1354.55646

$U45.65136
113373.10
11J19.07

$1370,843.73
$ 183,712.73

$ 12.80

64.730.00

$1 46048001

$1.142.845.06
112.37.12
13.08733

$U68J1931

$ 192,460.50

$ 12-80

65.786.00

!9J»

$1,431,143-27

$1.154.254.92
111-811.19

2372.00

IU68-638.il
$ 162305.16

$ 9.60

66,794J»

11,400.295.27 $1,388.877.01

$1.169346.85 11.047,453.17
111.016.00 109.75Z03

8,868.42

$1.280.362JS. $1.166,073.62

$ 119.932.42 f

Interest on loaf term debt of and
advance* to North Continent Utili-
ties Corporation (parent company)

Miscellaneous non-operating -aco-na.

Total other income ————
Onv-t in«u____

Tacoms dadactloas:
latmst on funded date
A-Dortfaation of debt diaoaot and

Taxes sssnmed on bond {aMnat _
Otb«r infrrm chtrges ... ..... ....
Interest charged to eomtraetiom
--.-f-.--.rf flinfimit inmmi. .-l^fm-fiuM

Total income dedocdona ——
N«» iaenm-i ar fU^I

$
$

I

1
1

6.62
505.60

64JOOOS

261475.75

18SJOL33

(1JS1JT)

21U75J8
4.MWJ7

8
t

1

8
1

616-81

65459̂ 1
2494)7234

18648932
25-590.10
L914.26

(1.7S7J7)

211-936.41

3743S.98

1
1

$

$

$

631J1
66,43041

2S8JB91.11

191941.75
2-̂ 941-26
247731

^nw*it
36380.79

t
$

•

$
If

1,495.72
569.96

6U69.2B
231374.44

199376-63
30317-56
U75.15

flOBJl)

231,461.03
86J9)

$

$

1

$

$f

94731
41.75

1471.0?
64JS3.67

184,186.09

201439.53

314J8763
824.25

2447.49
(34L23)

235^50-67

Sl,4643»)

25^80.91
925-85

2J84.99

t 29.199.7S
I 2S2JXB.14

$ 191575.18
24-542.07
24J2a40
14SO69
(6OM)

J-000-00

$ 225355̂ 6

1 26,647.48

ealsndar yean 1921
AM ta taafl-.ia.JBaa 1

. to 1989, tedarir*, snowa abors, differ from those prvnoaaly nportad by ta«
ta naOocadoM bil»»aa pariadi of certain items of expeaM and income, adjostmeatt not ben-

hi tte ilaailintiniie of the Uniform System of Accounts prescribed by the Illinois
1, Ifai and differed tram tna claseincatioa naad in prior yean.

r a awaaat datad Pafcnary 17. 1937, tna entira fta ompot of Nona Shore Ceka A Gbenieal
) daaa tha data af timmmoimitf of opendoas by thai Company (June L 19»). Tha_ _ _ _ _ _ . _ _ _ .

ttM aawinff the priaa ef pv |)«rtbanJ was
«A taaMM* katafl • radaedM to tha price payahU for (as. In addition to the priea
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EXHIBIT B

AS COMPANY

3MB ACCOUNT
4 far *• TvWr^MoattM 31, 1941

t»»J JMJ

tU59.72L67 tU51471.46 11.434.72077 tWOTJSSJB tU24997.91 tU29.269.98 tl.75Ull.Sl tU7240649

$1.024365.24 $1,090^25.63 $1.039,188.48 tl4W.SS7.79 $1.134943^9 tUW.7SS.74 tU54630.63 tU09.918.49
109,771.11 109,46845 109.29545 109.41849 107.939.33 103.22455 102J9423 107402.76

490L76 ______ 12.946.99 33,01946 35.12342 3446544 2498972 37.047.59

8U27.44413 tU846145B tU5476B44tU4143*ll tl.199,69341 11.161.43132 tU31.994S4

t 21W83J6 t 152477.71 t 273J80.95 t S7SJ3844 t 44*99147 t 40142345 t 366J64.93 t 417J37JOS

32,45545
212.49

W44J9
4.430.67

745240
4J68-25
5409.75 SJ3&03

t 3*639.77 t 39,121.76 t 30J90.73
ljn.71 4008.49 8.404.48
U47.74 1443J2 245459

t 4U70.22 t 4477177 t 3U4940 t 19J45J1 t 1142440 t 1UO*S4
t 3145SL17 t 43041041 t 4044047 t 42148941 1 3KS9L71 • 42*34049

UlTOQuOt I 19UAL39 t 20040040 t 20040040 t 194JM.U t 15040040 t 14*461.14 t U7J004B
2434248
U974J5
2JSB41

2477 J
2J6X1S
(119J9)
M77.49

23O98C54 I 23*17341

2454241
246240
241944
(199J3)trim

2454241
2J10JI
X99241
<141J»)
U7S40

1 229.71L7* f 9047148

2S41L73 15,77741
3J74U 996.17
347SJ* SJ7144

(1JU4M) (U37M)

2BJ44J* t 1MJB7J4

1446940
594J4

447L67
1S4S2JO
U8B.43
7.14SJ1

UUI157 t 14*56447
I 17,73442 |f 4IJMM) I 84489J8 t MMJUI t 2949*41 t 2S4J3X28 f 22M76.14 f 91.77*71

_,—. .—„. _— .——, 1, 1931, t* March 1.
M cvnuii pnos MM nf CM oitHttg !•!• pvio^
H tht Ctmptfj t» • dMoctiom tnm th» pcto
• faMVpWtW ift tk0 UMMlASaffT ftAWMBt 9&

Fchnarr 1, 1981 «dl J
__ _. .___ •£ I*M
12.1984

194L
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IsORTH SHORE COK£ 4
BALANCF SHEE

A S S E T S A N D D E F E R R E D C H A R G E S
FIXED CAPITAL (See note 1) :

Property, plant ind equipment..—..————.————..._._.._..——————..——.———— $3.892.127.11
Organutlioa ezpcoM ————...———.-———.—.._._......_...——————.........——.— 3,432 555

——————— $3̂ 95,615.96
INVESTMENTS:

Securitie* of ud advance* to lubiidiariee not conaolidated—
North Continent Mine*. Inc.:

C-piul ttock of $1 par value—100,000 iharee, being 100% of capital
nock oautanding, at eon ——————————.———.————————————— $ 44,75429

Advance* aad aeoroed intareet thereon ————————————————————————— 231,498.16

. . . . $276.252.45
Leu: Recerre for loetoi once date of acquumon________________ 49,188.95

—————— $ 227,063.50
The S. W. Shattnck Chemical Company:

Capital Mock of $100 par value—300 tharea, being 60% of capital itock out-
•undine, at co«t ————————————————————————————————————— $ 28.992J1

aad accrued intareet thereon—————————————————————————. 111,739.40

140.731.91

$ 367,795.41
Mioeellaneooa invcecmenta, at eoet —————————————————————————————— 700.00

— — ——— — 368,495.41
CURRENT ASSETS:

Ca*h in bank* and on hand.. —————— ._. ——————————————————————— $ 590,950.30
Account* receivable —

North Shore Caa Comp*oy (an affiliate). —— . —————— .. ———————————— $ S4J64.99
Other, leaa mere of $725.34 ____ ————————————— .. —————————————— 107.582J4

—————— 161.947.33
Invwtoria* (See note 2) —————— . ——— .-. ————————————— ———————— 12W13JO

——————— 874J10J8
DEFERRED CHARGES:

Unezpired iaanrance ——————————————————————————————————————— I 2461.59
Unamortixod debt discount and espenao ——————————————————————————— 22J87J9
Deferred expense re propooed PUa of ReorganiiatiOQ ——————————————————— 21,046.03
Caah in doeod bank*, leaa roeervo of $<064J8 —————————————————————— 155.03_____

DISCOUNT ON PREFERRED STOCK (Soo note 3) ————————— . ——————— 330JOXOO

Norm: DMdaad* in errean on the ̂  eomalativa pufarod itoei
Nora:

(1) Tlio company** property, plant aad equipment aaeeta are (object t» tfce lien (mnrtgii*) of the Tnut ladatnre
dated u of January 1, 1937 under vfeich the JoiM Flm Mort«ago BowU Serlw "A". 4*. duo January 1, 1942, of North Shore
CM Company aad North Shore Coin ft Oomkal Campoay won iaroed. Uad«r the pmiaiona of u tfroeaient botwoea tho

ud Btotoction ud haviaf aoeompaniee (made for their owm oon>oaieaM ud ptotoction ud haviac ao effect oa the ri«ht» of tho bondholder*) North
Shore CM Company teanmcd UM ohUjadoa ta a_7 •«* J«te Bo*d§ ud North Skoro Coke A Chemical Company told to
North Shore CM Company $1,7000)00 of Ffot Yee» 4% Dofcoetm, dao Juturr 1, 1942. Such debenture* have the aamo
rclativo proriiioae M the Joint Bomk. Of tho tSJOO.000 la principaJ amooat of Joint Bondt originally iatoed, $305^00 havo
boea redonned through tho deht Mtrioo tod learia* KTWjOOO o«Mudia< at May 31, 194lTof which $19U»0 w«r*
owned aad hold la ueaiuij by Nocth Sken CM

Tho carrytof vilae el piopeii|, pkat ad ooj^fMeM, M atom kr *o haliane abort at May 31, 1941, eoauiaa the
foQowiaf ilemeati!

Plant aho ud preliminary Mrrleeo aarrfad at valaatle* plaood theroon by Board of Dfaoeton in the y«ar
1927. Tho eomaaay paid IUM oaA ud baud tBOOOO par fmlaa 7% eamlacho preferred etock and
$199«0 p«^aooo^M> «aek » WIUM A. Bank far C laW «ad pnUmtBary aerrieoc Tho Bo*rd
of Diiiinera, at a aaodac held Fokraary 21, lf*7, denlared tho property ud tanieea M roeorvod to bo of a
Talae to mmm of |7904MiWoby Miieiliiiiliii poymeat in full for the otoek teoed ud alao coaetitntinf
n addttoMt mymttt tt OOOJOO. wUeb it dbictod to appear oa tho hooka of the corporation aa paid-
in evptMt IK Baakr aold tha preforred «ock aad a portioa_of tho common itock which bo reeeivod in
thk craMMtfM ud made • oMOibwtio* to tho eompuy of thelMMde from each aalo ($2SOJX») lea*
tfae ooot of *o oiaac Ao to him of |14734a Thi* eoatribatte. in tho amount of $102,160 WM not
applied M a redoetieoi of tbo property v«lao* but WM eroditod to donated tvplna whoro U appear*
ia tbo balaaM AMI at May 31, 19U, m part of tho doaatod fvpfam of t4M.706.7B —————————— f 750JBOOO

Other property, plut ud eo^ipmont eanted at coot, fwb coot bflading ufiaoeriac. wpen-Uon, inter-
eat (including dhidonda oa ptofatrod otoek M wofl M tateroet oa boade), amortiatioa of debt discoant
aad opoaao, taxo* aad laeorance dariac euaotracilua. Incbdod beroia are char*** by tbo William A.
Bwbr Orgaaiaatioa (• proprioionbip) aad tho WlOlaia A. Baokr Ortanatation, Inc. (u affiliated
company aad raceeaoor to the baoineea of VUlam A. Beehr Orfaaintion) fqc engineering terricea and
(oporhaion during eoaotnctioa of tho eamaaay'i ooko plant, tack ekaraao befaf «nffide« to allow
tbooo orjaaaatione «nhannrlal profit* oa their avrieoo. Major ponioaa of tho profiu n derived were
oootnboted beck to tbo company. Tbeoo ooatribotioo*, in toul amount of $334̂ 46.78, were not applied
M redaction* of tbo property vmlae* bat won credited to donated oarpla* where they appear ia the
haluee iboat at May 31, 1941, M pan of tbo doaaud «rplae of $436,706.78————————————— 3,142.127.11

BJ92027J1
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COMPANY
MAY 31. 1941

L I A B I L I T I E S , C A P I T A L S H A K E S A N D S U R P L U S
CAPITAL SHARES:

Preferred 7% cumulatfre nock, 1100 par rmluo (entitled to 1100 per than and accrued dividend! oo
liquidation; redeemable at 1110 p«r than and accrued dividend!)—

EXHIBH C

Authorize and iteuod 15J300 thane _..
Common Mock, |1 par value

Aotborwd and laauod 200.000 thane
Reaornind and bold la tteatury— 650 thane — .

FUNDED DEBT:
Five rear 4% debenture*, doe January U 1942 (See not* D —

Authornwd and it»ued _.._............_.........._ __ ..........................
Lot: Redeemed throufh debt tervice fund-..- .............. — ...

... $200.00000
650.00

$1.500.000.00

199.33000

$1.700.000.00
102JOO.OO

CURRENT LIABmriES:
Accoonta payable—

TnHt
William A. Baahr Orjani

Accrued oalartet and wafai
Accrued moral taxaa ——
Accrued federal income tax

Act of 1941.,
Accrued iatonat on fr»o yea

RETIREMENT RESERVE _

Jtttiftnt ^^^ (an a

i •«•

at incladinf proruion

ir 4% doboaroraa, due

of $30431.13 for 1941 taxea baaed

to North Shore Gat Company (aa

$ 3114129
U4S.79 I

on Revenue

idiata) __

31294.0B

10.427.22
2SJ76J1

53,71045
26.628 JO

$1.699 JSOJJO

1.597,700.00

150.936 J6
694.191B

SURPLUS:
Earned torplaa ——
Paid-in ewplue .....
Donated tnrplua _..

t 63SJ86J8
300,000.00
436,706.78

U7Z693.U

$S.514,87Za4

n, mi to (I1L41* MI than) HTUSO.
an aaProviaioM to too

dadoa M tbo booit of tbo tboototkal
of $00j900 par annum tro* COOUMOCOBMM of oporatiooo
Jaaoary L 1931 to DieMibar 31. 1934 PIMJIIIII lag J
latter aaaoot ia tXUXM loot tboa tbo aa«OMt eUiaaa
eoapaor-

(J) TM bnwioriao of tho
Predun

Goto
Broaao
Tar

0y tbo ••d an lot purported to
I Bio of tba fufaaii rlmai of property. Theee provitiont wen made at the rtta
of oporatiooo to Decombor 31. 1930 aad at the rate of $41000 per annum from

L 1937, tbo aMoal proviaioa wit iacroated to $60400, which
7 aa dopredatkB in tbo federal income tax rotmno of tbo

at lur 31. 1M1 arc aa

47168
M03JS
ZSM.7S
lo09S-7al

1.79U1

Tbo

11X34116

109J70.14

May 31, 1941. k MM ate mm
neorda at tbo tea WMB atoofca
atocka won aa adjaatit Tbo oak*

af tbo OVOTMO • daa
oafieionuy low far aocvata adjuounont tinco 1937, bat a

waaaiadoia 1939

aoadbytba
Tar aaal a

S2^
MMaajiaaa lalrjaaia aro Tabaaal at laaa tei

at OM t» IM i

,MJwCBMBtt to pcrpttMl i
May 31, 1941. ooaL tolpkau and tar
djaeunont tinco 1937, bat a ooooorraUTO

•djvtod aeoordiBaJr.
la

an taaa tbaa tbo laiontory votae of coke.
I oaQamc prtoaa. Man* MM ta fmteod at coot, wbkb it tub-
• dka nw ooot of tbo adfMa- M piraiaaail froai North Soon

Ou A CkawMlCMaBur hi prododu tbo fiaiahod
of aakadiMiBo eaoL AH

(I)
vaha.7%

kw (poroM aaaapaay) *
af jnOjOOO at tbo tee
! ef tba* eh

alack af tbo
• 19T of tUSOOOO oar

CootiBoat Utilltiaa Cor-__ _ _ __._, far lUXMUOO nrtodpal amowu of tba
*% oMvvdbb aiakiM fu*d (old daooBWrea. Sariaa "A". wUck dabomrurea had a aurkat
aa4 won dkpaaaoTafbr Aa oeaapaiy far Uaat aawoatt No pioiMua baa beam awde far
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NORTH SHORE COKE

CONDENSED IN
For the Period from Jim* 1, 192* (dace of COMB

For the Calendar Y«an 1929 to 1940, Bocfa
Ended Ma?

M«V il. 1*41

Croe* tales of ft* and eoke, lea* die-
count*, return* *nd allowance* _ tl.384.977.QS

1*40 !*>• 1754

11467,93642 11.207.679.42
Operating eiptnata, of

i and taxee (oth-
er than federal inrnme taxee):

Coat of atle*
Other operating cxpenaee ———...
Proruion for depreciation ————
Proviaian for Federal income taxea-

t 908,135.98
176J29.11
60,000.00
47.201.16

t 833.99438
16245432
6040040
30.905.76

I 681.458.91
147.64249
60.00040
18410.97

t 745.46*28
171441,68
60400.00
25,744.79

f 82648641
18240549
60400.00
3US470

tU45,76&83

I 81844489
181.42140
48.000.00
35.28149

IU91.666JS 11487,75446 | 907,912,77

Operating income .1 19341040 t 169490.77 $ 160423.25 I 20501467
1149944430 11483,048.98

I 387.76935 | 262.71745
Other

Intereat on .dmnee* to anbnldlarlee
not eonaalidated. taken op to the
extent earned by the lobeidiariea. I

Intereat on Joint Firat Mortgage
640492 I t 18J6546 t 9.T7Z40 I 3J2S4S | 69843

Bond*, Seriea "A", 4%. paid by
North Shore Gea Company (af-
filiate) —————————————

Intereat received and accrued on
advance* to North Continent Utfi-
itie* Corporation (parent) ———

MhweUnneona interent
Rental* and proem on porificanon

chnrgea, etc, charged to North
Shore Ga* Company (affiliate) — 2J04JB

4.47445
2.41167
4M9J4 44J144

880.00

13JO

U24A7
3493.40

893JJ

12JO

9438JO
5.164.18

8530.97
XSM5S

I 1X28445 I 1441L98 f I 19,78417 f 1943345 I 13JOO-28
Grw .$ XMJKJ5 I 1RUB.7S I 185̂ 7848 t 22189844 I 40700170 I 27W18.13
Ineor jednedona

Interent on
Internet em
Other intereat
A ^*A«e>^»*-kAA ^AABWflBBtMnl m

bank
10107

USUL57

I 64,73040 | 65,78640 $ 66.79400
4yf ^nt ?.llff 00 4*927 94
10107 24162

39J07J2

njmsi)
40,1 12J2

S544I
59154

70,74648
6,760.42

24747

4049240

I 8841344

II

7.70544
24S349

C2J9J.74
L7004C

98J7437 | 113JS049 f 12343148 t 97.97LUI U.J14JO

.1 89479.94 t 8SJ1648 | 8640451 t 11U48.75 I 28347043 f 177^4741

31.199 and for themmt» far tan period bo* JIM 1 ml . __ _ ... _ ___ ._. _
Irani thoee nrerioanly reported by the Company far thoee yena don to reailaoaoon*

and inaom* and adinatmnnts ant '
1929 to 1939, tacloerre, ahowi

period* of certau

•wier a eontrnet dated Tehrwry 17, 19>7. TW original
)atmmhnr 11 1988, tad anvin on JMM U 1988, the cfleot

far gna. IB addition to the print

of epentione tn North Shore Cea Company (ai
oaarmct ooreriM the price to be received for fa
thereof in each ln»Unce bein( t reduction in th<

tan tbofo montionod imendairtry afreementa, tl
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CHEMICAL COMPANY

ME ACCOUNT
of ppcnooiii) to Donmbw 31, 192S;
ud for th« TwcWMoncte Pwtod

941

EXHIBIT D

tt!4 1*12 itii 1*10 mt
JOM i, in*
DM. It.

143141848 11431,17040 11,120497.45 t 892,177.98 f 765437.79 11436,626.44 $1.252,164.06 f 557,140.95

74555741 I 702448.62 t 72342947 t 58145343
171457.07 151.037.01 14648442 140,73449
48400.00 48400.00 48400.00 48400.00
548151 1945641

t 392.088,09
102435.84
48,000.00
9,76446

$ S77.S19.07
130459.93
79.999.93
2749SJ9

t 633.183.74 I 27042142
108.185.64 4946349
79599.92 **j(HH.OT
34,12647 16012.77

97149649 I 92054154 f 917,714.49 I 771477.43 | 551588.49 8 80547241 I 854,49547 t 38245948

16043149 t 21042846 t 202482.96 t 12140046 t 21344940 t 33055443 I S 174,78147

69842 $ 749J2

2.13648
2843

8,49144
4.104.47

15,46044

175.482.13

94496.17
66040

8,147.70
149641

545541
10.70

9,13447
346449

I 18.71549

I 22854345

1 9942L4I
54040

845744
248943

f

1

t

t

U4648
59247

950341
3490.76

15,63242

218415.78

104463.79

247041

t

1

1

t

737.48

944854
643844

1643046

13742042

11041741
148148

242744

t

f
1

1

62745

746748
544244

12,727.17
226476.47

11347148
U4850

•OS

1 144L13

1046841
5,73640

1 1754145
I 34149548

I 118.91043
739.7S

IU114»
1468J7

t 2469.12

10438.11
6,48147

1 1947140
t 416547.19

1 11954547
15640

10490.00
346146

1

1
1

1

1.73645

5,46845
2453.43
9,74841

18442740

7040040

534.72

544640
98149

11747745 t 11140759
58404.78 I 117J884*

UU4478

t 1840444 I 1*343550 I 148480.11 t 7746141
I UOS144 | 9447248 1074660)9

in W IM MM dariM *• .
i tt IB0MM IB tkt •*«««• friM
Jo*ot «•§ gri^tit ky to Co»p*_ ^^ . * *

\, UU,» Math 1,19a,.«w
^

far 1940 ad 1941 foted
Aa of 1941. Tk» Camjurr ft* m pwto tarn for 1940 ad



NORTi' SHORJ

PRO FORMA
(Thi* balance ibe*t ha« b«*n prepared to r»fl, ct ti
app«artd had th« pravuiont of Sectiona 8 aad 9 of th
that data and i» afur giving cfftct to ctruin reduction
other adjustment* aa daacnbed in Not* 2 h«nto).

A S S E T S A N D D E F E R R E D C H A R G E S
UTILITY PLANT 'See Note 2 below rciiting, »oong other things, to reduction in

c_rryu»g raioe) :
Fnnrhima. organisation eipente, etc....—........._..-.._....._.._.......__...._......____. __ $ 140.520-50
CM plant ..._.._._.-——..............——..............————.——....———........————......._ 9J74.12U1 $ 9,514,641.81

INVESTMENTS:
Other teenrity inTwtmentt, at coat.——.._...._.._..——.———————————__________

CURRENT ASSETS:
Caah ia bank* and on hand———..——————————.————————.________ f 395.79L7S
Account* and notei receivable—

Cw consumer! _..........._..___..................._..........................._........... .......I148461J1
Merchandise and jobbing customers...........__....„..................._.._..................... 159X60.91
Other _._._._..........._.............._......_.............._......-......................__..........._.....„.. 108̂ 43.78

1,060.00

Lea: R<
$415jBS6X»

Inrentorie*—
Operative and construction material and supplies ......................................... $191,413.32
Merchandise for resale .................................................................................... 62,193.35
Coke aad other by-product* ................. ...................................................... 12J43.16

391.559.72

265.949.83 L053J01.30

OTHER ASSETS:
Appljaace* installed in cuitomen' premi*ea under rental purchase contract*................... f 32.173.42
Special depoeita _._.._._..._......__-_....._.._—.._.._.____..___._________._ L840.86
NotesreceiTable—not current _._._....—..——..—._._._.._..—.——..——————————— 520.00 34434.28

DEFERRED CHARGES:
Umpired iaenraaee and other prepaid iti
Uaamortiaed debt diacotmt and
Caah ia doeed baak* and restricted funds —..............................................._...| 10,071169

Leasehold improvements ia peaces* of amortb-tioa over
Other JeleneJ eharcea——————————————————

of leeje.

7̂ 69.10
30,000.00

155.03

7.4SL04
10,938.71 SSJUDM

I104B9 JS8J7

Nom:
(1) The notes appiytaf te the heliaos ihnta of the Companr aad North Shore Coke A Chemical Com-

pear (uboutted herein ia Exhihit* A A C are alao applicable ta this balance iheet.
(2) This balance sheet ta after fHaf efcct to the •rorision* of Sections 8 and 9 of the annexed Plan which

relate to (1) the proposed reeaatalbaboa of the Coapear, (2) the acquisition by h of the properties
(except M set fera te Seetiosj 6(e> of the Plea) of North Shore Coke A Chemical Company and the

of M-uu***- of that conpaay aad (3) the issuaac* and seie of new tecuhties and the
apptiM-M of the proceeds therefrom, together with other fund* of the Company, to the retirement oi
tfc* M« Ftat MartMs Beads (North Shore Gas Company aad North Shore Coke * Chemical Company
—Mft taMHB) 4%, OH Jaawrf L 1942. Ia giving effect to the iarae aad sale of the new »ecuritie*
ttmt k«B *MMd tfctt they will cooaiat of $3,700,000 ia principal amoum of First Mortgage Twenty
Ttw«% Bswai aad $70X000 ia priacipal emooat of 3H% Serial Notes (maturing serially $50000

~ te be sold st per; the total estimated proceed* of $4,400000 therefrom pin* $310,73134
«• kmd at May 31.1941 being applied herein to reflect the payment of (1) the out*ta_dint

to Hiac-pal aawot ef JotatTlist Mon«a«s Bonds, (2) accraed iaterest thereon to M_y
It Ml ef $T.,m54Md (3) setimated fiaaadaf expsnaea of $304)00. There has alao been redactiJ
berate the -»*-'-̂ *«" or wrhe-of of the aaaaMrtiasd debt ducouat and expen*e at May 31. 1941
reladag te the Joiat Flret Mort^afe Bonds. No provision ha* been made for federal income taxes, if
•ay, whka may artee a* a result of the reorjaniiatioa under the Plan.

This hehrine aheet ah* reieett ri__eti_as ia the carryiaa ralnes of the item* compridag the "Utility
PUaf eeeovatt a* shew* oa the beeea ef the Cempeny aad Nonh Shore Coke A Chemical Company
at May 3L 1941 eaei other sdJMtaiairi at faOews:

The Coe_p_By:
EUmiaatioa or write-osf ef otility plant adjustment secooats (beiag

the excess of the book TsJue of utility plant over the original
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43 COMPANY

IBET—MAY 31, 1941
neU/ Motion at May 31, 1941 ee it would hare
i&d PU" of Reorganization beeo coimimmet.d at
_• carr-iag value* of the Utilkv PWat Aaaeei and

EXHIBIT E \
L I A B I L I T I E S . C A P I T A L S H A R E S A N D S U R P L U S

CAPITAL SHARES:
Common than*. 11540 par valoe

Anthoraed—150,000 shares
baaed—134455 shares (Se* Section 8 of the Annexed Plan) ..._._...—......—————.. t -J01S4S.OO

FUNDED DEBT (See Section 9 of the anneied Plan and Note 2 below):
Tint Mort«at* Twenty Year 4% Bond*Mortgage Twt__, __ .,. ___

SerialNote- (maturing serially $50400 seai-annually)———.—— $700,000.00
Lttt:

Amount dne in one year included in current liabilities below......——— 100XXXXOO

$3,700,000.00

CURRENT LIABILITIES:
3H% Serial Note*— Inatallmenu dn* within one year_............._............
Account! payahi* ——.....————————.——————.—————•___________
Cofieonare* BMtef d*poeu__~._.-•-_-___>--_•—_ -- , -__ -_________________
Accrued salaries and wages—.__.————.._._.._....——.————.————————————
Acc_*d • ••!! i •) ,a_ _ • _ _ _ _ __ ___ __________________ __.
Accrued federal income taxes, incluJ-BC proviaioo of $47,990.76 for 1941 use* baaed

on Revenue Act of 1941————........_._..........—....._....____________________
Aceraed interest ———————————..——..._____________________________
Doe to affiliated ooBpeniea_________________•____^_____
Reserve for estimated expenses of Plan of Reorganisation——...——

Lttt: Amount* expended in connection therewith——.............——

4jooooaoo
t 100-000.00

58.72154
30.46? J5

|175JX».00

current
DEFERRED CREDITS:

advaaoes for

-
IDilT&OO
8O064J*
17J53.17
3.4S7JO

l_7J6Oo8
-8150

RISERVIS:
DeejeUilii-i ressrts
Mrtsteamce reaarve

55M4--48

M14.70

106a.5n.40
CONTRIBUTIONS 04 AID OF CONSTRUCTION-
CAPITAL SURPLUS —————————————— L6-2.797.63

te CaMpvr*
Nertk Stare G+t • flirtril

fm dew-id to otittty serriee; eee Note 1
theat. Exhibit ^) __..... __________

el eaeav el valoe (fTSOjOOO) plaoad 0*1 eoke plant
nnrln el Câ aar ta 19T7 over coet (I147J4000) to

of Nertk Skere
____ $602,160.00

+ .̂

-̂ -•̂ •̂ •1 J**~ * prefc »_^WlBfaai A. flaate <>•*_*•»•

*• WM W jpnte el WiS46,7» (oMtribttaei tack » *• dm-
far) •** a* a*

8S6.7D&7B

te ,te

MB6L4S.15

_J



EXHIBIT F

NORTH SHORE GAS COMPANY

CONDENSED J>RO FORMA INCOME STATEMENT
For the Twelve-Month* Period Ended May Jl, 1941

! V':;,- -V eorti--^ fsccme tcr--'in'i f>f '>« Center «ct! North Shoir C '•. • & Qn«3usaJ Co:,:; •.../, tit prc:.. -tis-.. -f
wQica iexcept a* *et forth in Section 6 i c ) o( Pita) ire propoted to be acqwred ponoant to the Plan. pr»
pared on a oon»olidal«d baii* after elimination of intar-compiny tranaaction* tad after gmng affect to anticipated
redaction! in interett charge* tad other adjustment* ai explained in Note* 2, 3 and 4 below)

Operating rerenuat:
Ca. tale* _.._...........__...-.....———_..._......_.............————————————————————.. 11,541.438.15
Other ga* rerwiue_._._._..................—.......—.........................—.._.——————.——————— 28.085.12 IU569.S23.27

Operating rewnoe deduction*:
OponEiaM expe&eea1—

Manufactured gaa production:
Operation __
u.i,t».~^ _ _ . ._.
Reaidaal* credit ...............__...................................._..................._...__ (79t.474.46i I

Other operating ezpenaea:
f W15U.01

40JMJ9
UacaQeedbU account* _ . _ ..._..-.._.._.. _ ............... _______ SJI&M 440J064M

I 78Z4SL60
ProrWw far <Upredation —————..._.....................——————————————————— 174.O4JO
Tuai (ether than federal income ux**y _.—._......_..—————————————————— 147JUS5
ProvWoB for federal income tazee:

Normal income taa————————......—......_......———-—————— I 64MM
Soux _____—-——————————————————————————

Greet iacooo ——————————————————————————————————————— f 383JM.19

deduction*:
oa funded debt (See Note 4).

Aamtixation of debt tzpene* (See Net*) 4).——————..———————————————— 2.49L15
Other intereet charge.———————————————————————.———————————— W9L49 17W07JM

Net income —————————————————————————————————————————— I 206,7«J8

km boaa daaaiaM la tfmrdaane with the Uniform ._,___
__ , >eel by the math Coejaaoree Cneaajittina which rftuea of
•I eoha aad other rerldaaj areebjeu be treated ae a redaction of operating

" atwa abofe oaaaiet* of raeJaail atlea, ndacipaQy of '
___ ___ hi ataihjrrlna. tUMr.TT; lent reeiduJT exaonoo,
of tmiT&oa eae) laieaiiaj variadaa ef f9M19.77.

. . tbore k before the ckarM tae) oredta avdo ia the aoemmn of North Shore
al Coaapaar dejriag the eutad period la feeaoat to the rea*ni for loaeee ef tabaidiariei
tad credto for iatereet earned oa tdraacea tbareta (See Exhibit D), took ahiiaa* taet

eooaxUred of t aoa-reeairing aator* hinimi the itT»m*nn therein are aot puiyiui
ta be tcejairae! by the North Shore Gee CjeBBtar

(S) Tka anvWeaa far iaaaral aieoaii taaaa ka*r koaa coeaputod ea the baob ef the eaminga ahowa berate
at tia rataa tat lank by the Eaioaii Aat el 1M1 cppJiod a* if the tadloatad earning, for the fal
leaJiiaiaaihi WON aahjaot «* taxatioa aa4ar tkii Aat.

(4) Tka let• an oa faaaid debt tad '- •' i**-- ol date axpoaeo thewa above temaieiu the aatiaated
el aoek okaraaa to be abaarbod ia apenMt dnrbig ike feet row ia which the aew aaramiei

I to bo aaaod (See N«te 2 v Exhibit /) are onrartnflfng rather than the actual amooat* of
._ iatereet mad tianflliiHan charge* tbaarbed dtmng the twer»e-a»ntn* period ended May JL,
1ML No credit hat boaa taken for mtareat daring ooattraetioa at the amount of iamaei cap
hi recent yean hat aot koaa material
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SECURITIES AND EXCHANGE COMMISSION
WAflHINOTON, D. C. Exhibit

In the Matter of
NORTH SHORE GAS COMPANY
NORTH SHORE COKE 4 CHEMICAL COMPANY COMMIB8ION ON A PLAN
NORTH CONTINENT UTILITIES CORPORATION

File No. 54-32
(Public Utility Holding Company Act of 1935)

REPORT OF THZ

Or REORGANIZATION

Explanation of Proceeding
This is a report of the Securities and Exchange Commission on a plan which

provides for the recapitalization of North Shore Gas Company (hereinafter referred
to as the "Gas Company"), the sale of the greater part of the assets of North Shore
Coke & Chemical Company (hereinafter referred to as the "Chemical Company")
to the Gas Company, the compromise of certain mismanagement claims asserted on
behalf of the Gas Company, the refunding of certain bonds of the Gas Company and
the Chemical Company by the Gas Company alone, and the subsequent dissolution
of the Chemical Company. The Gas Company and the Chemical Company are sub-
sidiaries of North Continent Utilities Corporation (hereinafter referred to as "North
Continent").

The report has been prepared because the Public Utility Holding Company Act
requires that such a report be furnished to assist stockholders in determining whether
to vote for or against the plan. Stockholders are urged carefully to consider the
report and the other material furnished them. Under the plan the holders of two-
thirds of the outstanding Preferred Stock of the Gas Company, of a majority of the
publicly owned Preferred Stock of the Chemical Company (exclusive of the stock
owned by North Continent and the directors of the applicant companies) and of a
majority of the outstanding Common Stock and Preferred Stock of the Chemical
Company must approve the plan before it can be consummated. The assent of the
Trustee oadex the Indenture securing North Continent's bonds is also necessary.

The Companies Involved
Company is an operating company, distributing manufactured gas.

Among its outstanding securities is an issue of bonds upon which the Gas Company
and Chemical Company are jointly and severally liable. For convenience we refer
to these as the "Joint Bonds." As between the two companies, the Gas Company is
liable for two-thirds of the issue, and the Chemical Company for one-third. Also out-
standing are Preferred Stock and Common Stock of the Gas Company. The Pre-



ferred Stock, which has a par value of $100 per share, has a 7% cumulative prefe
ence as to dividends over the Common Stock, and dividend arrearages on this ^t * t
have accumulated for over seven years. The voluntary liquidating preference of th
Preferred Stock is $100 per share plus arrearages of dividends. The latter amounted
as of May 31, 1941 to $52.16% per share. Each share of both the Preferred and Com-
mon S'.i/ck ca.-HeE one vote.

The Chemical Company is primarily engaged in the production of coke oven gas,
coke, and related by-products. It has outstanding, in addition to the Joint Bonds
previously mentioned. Preferred and Common Stock. The Preferred Stock, which
has a par value of $100 per share, has a 7% cumulative preference as to dividends
over the Common Stock, and as of ifay 31, 1941 there were unpaid dividends on this
stock of $11.41% a share. The voluntary liquidation preference of the Preferred
Stock is $100 per share plus arrearages of dividends. Each share of both the Pre-
ferred and Common Stock carries one vote.

North Continent is solely a holding company. Of the stock of the Gas Comoanv
it owns all of the Common and 637 shares of Preferred out of 27,956 Preferred shares
outstanding. Of the stock of the Chemical Company it owns 198,150 shares of Com-
mon out of 199,350 shares outstanding and 13,721 shares of Preferred out of 15.000
shares outstanding. All the Common Stock of the Gas Company and 12,500 out of
the 13,721 shares of Preferred Stock of the Chemical Company owned by North Con-
tinent are pledged as security for the latter's outstanding bonds.

Reasons for Effecting a Reorganisation
It appears that the Joint Bonds, which mature January 1, 1942, cannot be

refunded, except possibly at excessive cost, if the Gas Company and the Chemical
Company continue as separate enterprises. The two companies are economically in
terdependent. The Gas Company relies upon the Chemical Company for approxi-
mately 85% of its gas supply and the Chemical Company has no customer for its gas
other than the Gas Company. It is accordingly proposed that the greater part of
the assets of the Chemical Company be sold to the Gas Company and it is expected
that the enlarged Gas Company will be able to refund the bonds.

A committee representing preferred stockholders of the Gas Company, herein-
after referred to as the "Committee", has asserted certain mismanagement claims
on behalf of the Gas Company against North Continent, William A. Baehr,1 and the
Chemical Cijnpinj * The plan includes a compromise of these claims. m

The capital structure of the Gas Corr" - i ' ^' • • - ''
requirements of the Preferred Stock have been far in excess of the company's ability

'President and director of th« Gas Company, Chemical Company, and North Continent and
controlling stockholder of North Continent.

'And against officer! and director* additional to Baehr and against William A. Baehr Organ-
ization, Inc., a serritt company subsidiary of North Continent



to earn, and there are large dividend arrearages on this stock. Voting power is not
equitably distributed among the stockholders, voting control being vested in the
Common Stock which, from the standpoint of both assets and earning?, is utterly
worthless. The plan is designedpto eliminate these unsatisfacton.- conditions by pro-
viding for the cancellation of the Common Stock and the substitution of new Common
for the Preferred.

Stunm&ry of Plan

The plan contemplates that the Gas Company will be recapitalized. Its stock will
then consist only of Common Stock having a par value of $15 per share. In the
recapitalization of the Gas Company, North Continent will receive nothing for its
100 percent interest in the Common Stock and nothing for its 637 shares of Preferred
Stock, and the entire initial issue will go to the public holders of the Preferred Stock
of the Gas Company. Immediately upon the recapitalization of the Gas Company, it
will take over the principal assets of the Chemical Company and issue additional
shares of Common Stock in payment for these assets. As part of the compromise of
claims of the Gas Company against North Continent and Baehr, the public holders
of the Gas Company's Preferred Stock will receive the new Common Stock in the
Gas Company, which Baehr would otherwise be entitled to receive in respect of 247
out of 347 of his holdings of the Preferred Stock of the Gas Company and, also, part
of the shares of Gas Company new Common Stock issued to the Chemical Company
for its assets (representing the proportional interest in the Chemical Company
attributable to so much of North Continent's holdings of the Chemical Company's
Preferred Stock as are not pledged with the Trustee for the bondholders of North
Continent). Baehr is also making a cash payment of $67,430.00 or, $2.50 per share,
to the public holders of the Preferred Stock of the Gas Company. After giving effect
to these transactions, the public holders will receive for each share of Gas Company
Preferred Stock, about 3.027 shares of the new Common Stock, representing in the
aggregate approximately 61 percent of the total stock. The balance of approximately
39 percent* will be held temporarily by the Chemical Company, but it is proposed to
liquidate the Chemical Company in the event that it proves possible to refund the
outstanding Joint Bonds. In tht liquidation of the Chemical Company there will be
distributed this new Common Stock ot the Gas Company and certain miscellaneous
assets of the Chemical Company which are not included in the sale to the Gas Com-
pany. The public holders of the Preferred Stock of the Chemical Company and the
Trustee fejfth* bondholder* of North Continent, as pledgee of most of North Con-
tinent's H||PNP of Preferred Stock of the Chemical Company, will receive for each
share olĵ BMsd Company preferred stock 3.8 shares of stock of the Gas Company.
The remsfloW assets of the Chemical Company will be distributed pro rata among

The Chemical Company receives about 42.46% of the new Common Stock of the Gas Com-
pany in the first instance and the minority Preferred Stockholders of the Chemical Company
share on that bans. However, about 3.46% of the new Common Stock (representing pan of
North Continent's interest in the Chemical Company) is to be distributed to the Preferred Stock-
holders of the Oas Company.



its Preferred Stockholders, including the unpledged holdings of North Continent,
except that arrangements are made to provide a cash payment of $7.45 per share to
the public holders of the Chemical Company's Preferred Stock in addition to their
pro rata share in the stock of two subsidiaries of the Chemical Company. The plan
provides for a cash payment of $5 per share to the small amount of Common Stock
which is publicly held, amounting in the aggegate to $3,500. North Continent is
taking over at its face value, in lieu of cash, a claim against one of the Chemical Com-
pany subsidiaries. North Continent receives nothing for its Common Stock in the
Chemical Company.

The plan states that the aforesaid provisions reflect an overall settlement and
compromise of the conflicting views of the applicant companies, the Committee, and
the Trustee under the Indenture securing North Continent's bonds as to the misman-
agement claims of the Gaa Company, and as to the relative values of the Gas Com-
pany and the assets of the Chemical Company proposed to be sold; and that upon
consummation of the plan, the said claims will be released and discharged.

As soon as possible after the recapitalization of the Gas Company and the sale of
the Chemical Company assets as aforesaid, the Gas Company will refund the Joint
Bonds by issuance of $3,700,000 principal amount of 20-Year First Mortgage Bonds
and $700,000 principal amount of Serial Notes to mature $50,000 semi-annually.4

The plan states that if it becomes impossible or inadvisable to refund the Joint
Bonds, it is nevertheless intended to consummate the portion of the plan with re-
spect to the recapitalization of the Gaa Company, the sale of the Chemical Company
assets, and the compromise of the claims.

The plan provides that the initial board of directors of the reorganized Gas
Company shall consist of 9 directors, 5 of whom are to be approved by the Com-
mittee and 4 by North Continent These directors will be chosen for a term of
office to continue until the first annual meeting of stockholders to be held in April
of 1943. The charter provides for cumulative voting for the election of directors.
It should be noted, however, that North Continent, presently controlled by Baehr,
will have about 35.38% of the new Common Stock of the Gas Company upon consum-
mation of the reorganization. TT^T *\\ practical purposes, it would appear tha_t Jhjs
will be sufficient to insure control of the Qaa Company in April, 1943, by Northmen-
tinent and Baehr.

The pis* states that in view of possible changes in market conditions prior to the consum-
mation of thtpUa, it may become advisable to chant** the term* r>~ character of the securities
to be issued to refund the Joint Bond*. Security he. • to the plan, consent to
the issuance of saeh new bonds and notes, and to sucb provmc^ u* ̂  .; • v .. .... ...*.
agreement as the Board of Directors of the Gas Company (subject to the approval of the Com-
mittee and Trustee) shall deem advisable, subject only to the following limitations: (a) The
principal amount of securities to be issued shall not exceed the principal amount of the Joint
Bonds to be refunded, (b) the interest rate on the new bonds and the average interest rate on
the new notes shall not exceed 4Vfe% per annum, (c) the total discount, if any, on the new secur-
ities shall not exceed 5% of the total principal of said securities, and (d) the premium payable
upon redemption of any such new securities shall not exceed 8% of the principal amount.

1



Fairness of the Plan
The allocations of the new Common Stock of the Gas Company made in the

plan embody a compromise between the applicant companies, the Committee, and the
Trustee under the Indenture securing North Continent's bonds. We are satisfied
that the bargaining was at arm's-length. The partie?, however, are not agreed on
the question of just how the compromise was arrived at, and. indeed, it is impos-
sible to say with complete precision of what it consists.

The claims are in the main based upon the following:

1. It is contended that in the formation of the Chemical Company in W-7
as a separate corporation North Continent and Baehr took advantage of a so-
called corporate opportunity which rightly belonged to the Gas Company.

2. It is contended that the contract pursuant to which the Chemical Com-
pany has sold its gas to the Gas Company was unfair to the Gas Company, and
was merely a device to siphon the earnings of the Gas Company~7or the ben-
efit of North Continent, via its holdings of the Preferred Stock of the Chemical
Company.

3. It is contended that the Gas Company was required to pay excessive ser-
vice charges to Baehr and to a corporation controlled by him.

4. It is contended that in 1929 to 1931 the Gas Company was improperly
required to pay dividends (out of eaxned-siirpjus) and make loans to_North Con-
tinent (since^egaidjrith interest) and to perform other financial transactions to
its damage.

These allegations, if established, might result in legal or equitable liabilities for
money damages or in the subordination of securities owned by North Continent in
the Gas Company and Chemical Company to the interest of the public Preferred
Stockholders of the Gaa Company.

Defenses are asserted to all of the claims, some by the management and others
by the Trustee under the Indenture securing North Continent's bonds.

It should be noted that the fairness or unfairness of the Gas Supply Contract
has bearing not only on the question of possible return of excessive profits, but also
upon futnwtftrnings of the Gas Company and the Chemical Company, and therefore
upon thtflljMnt relative value of their properties.

It sflOEalso be borne in mind that the greater part of North Continent's as-
sets axe pledged to secure its outstanding bonds. These are currently selling at
prices which seem to indicate that the equity, if any, which North Continent has in
such pledged assets is not substantial. North Continent is giving up under the
plan value estimated by the Committee to be equivalent to about half of its un-
pledged assets.



It has been estimated, and we think reasonably so, that the property which the
Gas Company is to acquire from the Chemical Company \vill, from 1941 through 1943,
account for about 57fc of the total earning of the enlarged Gus Company. AS we
have seen, in exchange for its properties the Chemical Company will receive about
42.46fc of the new Common Stock, or about 14.5fc less than the figure of a~%. This
14.5fo can be regarded as representing the composite of (a) adjustment for addi-
tional factors bearing upon the relative value of assets and (b) what the Chemical
Company is giving up by way of compromise of the claims against it. We roughly
estimate that the amount of value that the Chemical Company is giving up by way of
compromise is somewhere between $250,000 and $350,000.

What the Chemical Company is giving up by way of compromise inures to the
benefit of the public Preferred Stockholders of the Gas Company. In addition they
receive from North Continent and Baehr by way of compromise the following:

(a) 5,384 shares of the new Common Stock of the par value of $15 per
share.

(b) $67,430 in cash.

(c) Benefit arising from North Continent's surrender for cancellation of
637 shares of the present Preferred Stock of the Gas Company. If a share of
such Preferred Stock be considered as equivalent to 2.8 shares' of the new Com-
mon Stock, this benefit would be equivalent to 1783.6 shares of new Common
Stock.*

The public Preferred Stockholders of the Gas Company are to receive in all for
both their interest in the Gas Company, exclusive of the claims and by way of com-
promise of the claims, about 61% of the new Common Stock and $67,430 in cash.
This is equivalent to about 3.027 shares of the new Common Stock and $2.50 in cash
per share of publicly held Preferred Stock.

We have described these claims and the defenses to them in our findings and
opinion approving the plan,7 As we there point out, we believe that the compromise
of these difficult and conflicting claims which is embodied in the plan falls within
permissible limits and that the plan is fair and equitable.

*Thia irtfc* bull upon which new Common Stock is to be substituted for the publicly held
Preferred Sleek upon recapitalization of the Gas-Company.

*lt seeat proper to regard all of the benefit arising from the cancellation aa inuring to the
public Preferred Stockholder! of the Qa« Company, for the allocations as between the Gas Com-
pany and the Chemical Company apparently were predicated upon the situation existing upon
cancellation of North Continent's holdings in the Ga* Company. The present Common Stock of
the Gas Company is worthies and hence its cancellation cannot be regarded as a benefit to Pre-
ferred Stockholders for purposes of the point now under discussion.

'Copies of the findings and opinion, are obtainable upon request made to the Secretary of
the Commission, 1778 Pennsylvania Ave., N. W., Washington, D. C.

6
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Requirement of Holding Company Act
The present stock structure of the Gas Company is repugnant to the provisions

of the Public Utility Holding Company Act. Unless voluntarily brought into com-
pliance with the Act, it would be the duty of the Commission to require such action.
In the opinion of the Commission the proposed plan would bring the stock structure
of the Gas Company into conformity with the standards of the Act.

Accordingly, the Commission has entered an order which will permit consumma-
tion of the plan. However, whether to vote for or against the plan must and should
be determined by each stockholder for himself in the exercise of his own judgment
in the light of the information furnished him.

By the Commission.
FRANCIS P. BRASSOR,

Secretary.



Exhibit F

.-iG?.EE!.'E"T, -.aie t/.is 25th day of June, lr-^7, between

I:CRT:I SHORE ^AS CC:;PA:'Y., an Illinois corporation of 209 ::adison
Avenue, "a.ul-.e-̂ n, Illinois, hereinafter described as the seller,

and A'JKE^A" CCXE :C?.:CRAT:c::, &. rela-.-are corporation, duly

authorized to do business in the State cf Illir.cis, cf '.i'aukê an

Illinois, hereinafter described as the purchaser,

'.." I ~ '.' I 3 5 I T r.\

That t.-.e seller agrees to sell and convey, and the

purchaser agrees to purchase, all that lot or parcel of land,

with the 'r.'.ildir.r.'s ar.." ir.-prover.cr.ts t.-.ereor., in the Township

of './aukê a.-., County of Lal;e, and Str-.te 01" Illinois, described

as follows:

Th.-.t part of the "orthvest r.vartor of Section
22, Tcvrns.-ip b* Nortl., ?.ar.ijp 12 last, of t.-.e
Third Principal ".leridlan in Lake County,
Illinois, described as:
Cc:-.".encir.7 r.t the Southwest Corner of the
"crt.yc-it Quarter cf Sectior: 2.2, Tovr.shlr "• 5
l"-rth, ".ar.Q'c 12 Ia3t, in ./auke^an Towr.shlx.,
L?.:-.e County; thence 1'orther.sterly, -aklnr a
Northeast angle of 89° 29' L'ith the East ,ind
'..'est center line of said Section 22 to a -cint
on the ::orth: line of City Street, 66 feet fron,
r.easured ?.t right anrlcs, ~.:e last and '..'est
center line of a;.id Section Z2; Th:-.-.ce Eact
••ith and alc:-̂ ; the liorth line of said City
Strt-et, parallel to the East and Vest center
line of said Section 22, 525.37 fe-'t to a
-cint on the "orthvesterly line of Harbor
Street; Thence l.'orthrapterly vith and alor.g
said "orthvrcterly line of -Ir.rbor 5-;:'eet and
;.-.a;'.lnr: a I'ortiieasterly angle of 75° 12r 1C"
uith the last describee, course extended East
119.̂ 3 feet to a point; Thence East parallel
to and 121.i-7 feet fron, nep.sured at right
r-r.-'lcs, the s/.iicl center line cf Section 22,
"73.il feet to .->. ;-clnt; The.ice "ortheastcrly
:.'.a:-:l:-.t; a Northeasterly anfle of 6:° 1' 15" '-'ith
the last described course e::tenc.ed East i-17.^--
feet to the point of beginning; Thence East
parallel to ancl 5̂ 3.06 feet fron, measured at
ri.::ht ar.i.vles, t/.e ŝ .id center line or" Section
2Z~-ncL :~a>lr.. a Sov.thP-.stcrly .xr^le of 11'°
5"' '-'-" '.-it':-, the last c'.escribed course,



1,339.^9 feet, -ere or less, to a point on
the shore line of Lake Michigan (this course
to te knovm as the first course); Thence
Northwesterly with and along s.?.ld shore line
to ar. intersection ••/1th a line running paral-
lel -'ith iurll-,20 feet "crtr. of, measured o.t
right angles, the South line of the property
hereby described, being the said first course
(this course along said shore line to be know.
£9 the second course) said shore line being
?.r;proxlrr.atoly as follows: running northerly
ar.A railing a Northeasterly angle of 35° 55'
v:ith said first course 179.16 feet to a point;
Thence Northeasterly continuing along said
shore line and r.aking a Northeasterly angle
of UO 59" 15" with last described course'ex-
te-.f.eci l.'ortherly 675-5 feet to a point; Thence
con'cir.uirjv Northeasterly vith and alor.r: said
shore line ar.u -ale ing a Northeasterly angle
cf -;° 52" ^5" with last described course ex-
tended Northerly 573.67 feet to a point (end
of description of shcre line); Thence '..'eat
125C.39 feet to a point (this course to be
knovn :.s the third course); the last described
course also being parallel to and 1̂ 20 feet
North of, measured at right angles, the South
line of property herein described; Thence
Southwesterly, talcing a Southeasterly angle
of 1C:° 31" 36" with last described course
(beinc the o?.id third course) li;;0.2 feet to
a point (this course tc ';e ':.icwn as the fourth
course); Thence continuing Southwesterly and
making a Southwesterly angle of 19° 27' 9"
vith the If.st described course, extended
Southerly (being fourth course), 16.03 feet
to the point of beglnr.ir.r (t.'.is course to ce
known as the fifth course).

Together with all ovens, fixtures, apparatus,
machinery, equipment and fittings installed in
or located on said prer.ises and used in connec-
tion therewith in the operation of scld 7rer.ises
as a f<&s plant ar.d/or col;e plant, 2.3 veil as
docks, piers and abutir.er.te.

Together rith all accretions thereto and the
riparian rights appurtenant thereto, but subject
to ar.y right, title and intrvect of the Elgin,
Joliet anc. Ziistern ?.?.llroad i;-. and to the steel
rciils, ties and s'./itches and other materials
of the railroad trac.t upon said prenlees.

The foregoing tract is to be conveyed subject
to zoning and building ordinances, the exist-
ing1 cia.r.nel across said prc-.-.ises, and '.o all
the terns, conditions a;;d covenants contained
in the certain de?-d of Zlgin, Joliet and
Eastern Hallway Conpany dated l&rch Ik, 1=27



(recorded llarch 16, 1927, in the office' of
the Recorder of Deeds of Lake County, Illinois,
in Book 262 of Deeds, -page 6lo, as Document
"o. 2>5,?17), conveying sr.id premises to
.'lllia- A. 3aehr, the obligations '/hereof the
<"crth Shore Coke ^ Chemical Conpar.y (a Dela-
v.'ar e corporation) assumed as grantee in the
certain deed of said >.;illiac A. 3aehr and
I'-abel S. Saehr, his wife, dated ICarch Ik, 1>27,
(recorded harch 16, 1?27, Ir. the office of the
Recorder of Deeds of Lake County, Illir.cic, in
3cok 2c2 of Deeds, pa.: e 6c5, as Document I.'c.
295,716) as modified or discharged by (i) a
certain deed froa said corporation to the City
of Waukej,an, Illinois, dated October 27, 1927
(recorded April 22, 1929, In the office of the
Recorder of Deeds of Lake County, Illinois, in
Ecok 335 of Deeds, pa:.e 552, ns Document ^o.
r'5250) conveying a strip of land one hundred
(10C) feet in width across said property;
(ii) a certain deed from the City of Vauke-_an,
Illinois, to said corporation, dated July ;0,
1935 (recorded July 31, 1935 ir. the off ice'of
the Recorder of Deeds of Lake County, Illinois,
in sock C13 of Deeds, par;e 277 as Docanent Ho.
^153C6) reconveylnf; the said strip of land one
hundred (100) feet in width to the Coke Company,
and (iii) a certain deed from said corporation
to the City of "auhesan, Illinois, dated July
31, 1535 (recorded August 2, 15:5, in the
office of the Recorder of Deeds of Lake County,
Illinois, in 3ook 413 of Deeds, pag,e 253, as
Document No.. 1̂5,382) conveying a perpetual
easement to the City of '.7auke:,'an to maintain
and use a roadway on and alon^ a strip of
land fifty (5C) feet ir. width across the above
described premises;

Together with all personal property used or
useful located or used at the Coke plant.

Together with all supplies of breeze fuel,
sulphuric acid, arscnate, oil, tar, ammonium
sulphate, soda ash, repair parts, and other
operating materials and supplies and coke on
hand at 7:00 A.K.,(Central Daylight Saving
Ti^e), of the dry on which the deed and bill of
sale are deposited ir. escrow >-.s; hereinafter pro-
vided, and for which purchaser ehall, in ad-
dition to the purchase price npntloned below,
reimburse seller for its cost. Seller shall
not be obligated to pay purchaser for any coal
of purchaser delivered to seller prior to the
deposit in eecrorr of deed p.r.i bill of sale,
but any coke Manufactured fron said coal and
by-products thereof shall bp the property of
purchaser and shall be segregated from all
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other coke owned by seller. Purchaser
shall reimburse seller for seller's costs
of labor in the period connenoing with the
use of purchaser's coal and ending with
the d.'.te of deposit in escrow of the deed
and bill of sale. Any orders for operating
materials and supplies aade by seller for
delivery at its Coke Oven Plant and delivered
after the deposit in escrow of the deed and
bill of sale shall be the obligations of
•;urchr.ser, and purchaser agrees to hold harm-
less seller against any liability or costs
ulth respect thereto.

The price is $1650,000.00, payable as follows: Two

Hundred Fifty Thousar.d Dollars (v250,OOO.CO) in escrow, in cash,

lawful r.or.ey of the united States or a certified check on the

signing of this contract, (the receipt whereof Is hereby ac-

^^ knowledr,ed) and the payment of the balance of Four Hundred

Thousand dollars (̂ 00,000.00) in escrow, In cash, (plus the

amount of reimbursement for cost of operating materials and

supplies ar.d labo:' as aforenentloned) lawful .Money of the United

States or by c rtified check on the delivery of the deed and

bill of sale as hereinafter provided.

Upon the execution of this agreement by the parties

hereto, there shall be placed in escrow with the Chicago Title

and Trust Company, Chicago, Illinois, under an appropriate es-

, crow agreement, the terr.s of which are to be agreed upon by the

parties, the earnest noney in the amount of Two Hundred Fifty

Thousand Collars (v250,000.00) heretofore mentioned, and the

balance of the purchase price, by the purchaser, and a deed and

bill of sale by the seller; said escrow to provide that upon the

further deposit In raid escrow of a certified copy of r.n order
i

of the Illinois Connerce Corurlssion authorizing the transaction

herein provided for and a release of the Continental Illinois
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National 3ank and Trust Company of Chicago, Trustee, as herein-

after mentioned, and the grants of easement by purchaser to

seller as hereinafter provided, the sail escrow agent shall

deliver the deposited funds and the release to the seller and

the deed and bill of sale to the purchaser, said escrow agree-

ment to contain such further terr.-.s and conditions as rsay be

agreed upon by the seller and purchaser.

The following are to be apportioned as of the date

of closing:

Seller shall, prior to the date of deposit
in escrow of the deed and bill of sale to
purchaser, pay all real estate taxes assessed
against the property with respect to the year
lr^-3, and real estate taxes with respect to
the year 19^7 sliall be apportioned between
seller and purchaser so that seller shall pay
to purchaser in respect of 194? real estate
taxes a pro rata acount thereof, based on
19̂ -6 taxes, fron January 1, 19̂ 7, to the date
of the deed and bill of sale.

This sale covers all right, title and interest of the

seller to any land lying in the bed of any street, road or

avenue open or proposed, in front of or adjoining eaid prenises,

to the center line thereof, including the perpetual right to

the easenent which provides for ingress and egress to the site,

and all rljht, title and interest of the seller in any award

for damage to said prer.ises by reason of the change of location

or grade or any street, avenue and easement. The seller will

execute and. deliver to the purchaser, on closing of title or

thereafter upon denand, all proper instruments for the con-

veyance of such rights and title Including the assignment and

right of collection of any such award. .

If, at the tine of the delivery of the deed, the

-5-



premises, or any part thereof, shall be affected by an assess-

ment or assessments which are, or may become, payable in instail-

.-.er.ts of v;hich the first ir.stallr.ent is tl-.er. a charre or lien,

or has beer, pair., then for the purpose of this contract, all the

unpaid Installments of any such assessments, including those

which are to become due ar.i payable after delivery of the deed,

shall be f.eer.ei to be due and payable and to be liens upon the

premises affected thereby, and shall be paid and discharged by

the seller upon t.-.e delivery of t'.ie deed. Unconfirmed i:.n;rove-

nents or assessments, if any, shall be paid by the seller if the

work has been completed prior to closing.

^/ Al_ notices of violation of lav; or municipal ordi-

nances effecting the premises shall be complied'with by the

seller, and the premises shall be conveyed free of the sc-ie, r.nd

this provision of the contract shall survive delivery of the

deed. The seller warrants thc.t the buildings en the premises

do not violate any restriction, regulation or ordinance. If the

existing restrictions, regulations, or ordinances do not permit

the use of said premises fcr a co-ie plant, then, at t/.c option

of the purchaser exercised within thirty days from c.r.tc of

k, delivery of deed to purchaser by escrow agent, this contract

shall becor.e null and void, ar.i the seller sl-~.ll refund to the

purchaser all payments made hereunder, and reimburse the

purchaser for the reasonable expenses of title examination, tax

search and syrvey If incurred by purchaser.

Seller acknowledges that In purchasing the assets

described herein, purchaser is not assur.ins any of seller's

liabilities except c.s otherwise er.pressly provided fcr herein.

Seller understands that purchaser is not taking over any of
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seller's employee organizations, employee contracts or enplcyees

as such although it is recognized that "urchaaor. its successors

or assigns, ir. -lair.tair.ir.^ ar.r./or Vc-ginr.ir.;: operatior. of a coke

plant on the pre-ises described herein nay hire some or even all of

the enployees who are on seller's employment rolls at said premises

at the time of cor.sur.r.f.tion of this .̂groer.er.t. As to such

enployees seller achnov.-ledges that -urchaser is not liable for

any VJage and Hour Claims, Unemployment Compensation Claims or any

claims of any nature whatsoever arising cut of or in any way

connected with their er.ployr.ent by seller prior to the date of

execution of this agreement. The provisions of this paragraph
^

shall survive the delivery of the deed and bill of sale.

Seller agrees to indemnify and save harmless purchaser,

its successors and assigns, from all loss, damage or expenses of

any kind cr nature arising out of or in any way connected vlth any

claims whatsoever under the Illinois Workmen'a Compensation Lav;

and/or the Illinois Occupational Disease Act pending as of the date

hereof. This provision shall survive the delivery of the deed and

bill of aale.

This agreement constitutes t.ne entire contract between

the parties; it cannot be changed e::cept by a written instrument,

signed by the jjp.rty consenting to such modification.

Subject to purchaser's right of determination whether

exietinc restrictions, regulations or ordinances perr.it the use of

said premises ae a coke plant and [purchaser's option to terminate

as aforesaid, risk of loss or damage arising from the operation

of said rre.-'.ises by purchaser on and after July 1, 1?̂ 7 is assumed

by purchaser. Risk of loos or c.ar.age to saicl promises fror. any

other cause until delivery of deed and bill of sale is assumed by

seller.

Purchaser agrees th.-t concurrently "itI-, delivery of

the deed and Dhe bill of sale to purchaser, it will grant to
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seller a perpetual easement with respect to:

1. An existing 16-Inch transmission line from
the north line of the property, and ?n exist-
in? 4-lnch transmission line connected thereto
and extending to the south line of the Coke
Plant property, and lying in that part of
the premises over which there exists an ease-
ment for roadway purposes.

2. An existing 16-inch transmission line
beginning at the south end of the above
mentioned 16-inch line and running westerly
to the meter house; also an existing 6-inch
transmission line connected with the last
mentioned 16-inch line and running southerly
to the south line of the Coke Plant property,
retaining the right to revoke the easements
referred to in this paragraph upon ninety
days prior written noticet

Said easements are to be more particularly described in the con-

veyances thereof to be deposited in the aforementioned escrow,

and are to provide that seller shall have full responsibility with

respect to the care, maintenance, operation and replacement there-

of and purchaser shall have no liability whatever with respect

thereto and shall be fully indemnified by seller with respect

thereto*

Anything herein to the contrary notwithstanding the

property to bo conveyed to the purchaser shall not include the

metering equipment located in the meter house, such equipment

to be and remain the property of seller, and purchaser agrees

that such equipment may remain upon purchaser's property ac-

quired under the terms of this agreement without charge to

seller and may be removed by seller provided however that seller

agrees to remove said metering equipment from purchaser's pro*-

perty at any tine upon sixty (*0) days' prior written notice
from purchaser requesting such removal, and provided further,

while said equipment remains upon purchaser's property, purchaser

shall have no liability whatsoever with respect thereto and be

fully Indemnified by seller with respect thereto,
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All documents to be delivered and all notices to be

given to the r.urchaser shall be in writing and given by personal

delivery to Waukegan Coke Corporation, or shall be sent by

registered nail addressed as follows: Vaukegan Coke Corporation,

Waukegan, Illinois.

Seller represents that the contract Herein has been

reviewed by the Board of Directors of North Shore Gas Company

and that the persons signing this contract on behalf of seller

have been duly authorized by the Board of Directors of North

Shore Gas Company and that seller will take all corporate

action necessary for the purpose of making a complete and valid

transfer of the real and personal property and all rights as

herein provided, including proper action by its Board of

Directors, and such necessary action by its stockholders and/or

bondholders as may be required. If such action Is not required

by its stockholders, opinion of counsel to that effect should be

furnished, including a proper affidavit by off leers of seller,

in such form as shall be approved by counsel of purchaser, to

the effect that there are no liens against such property*

Anythlne herein to the contrary notwithstanding, the

obligation of the seller to sell, obligation of the purchaser

to purchase the property to be sold hereunder, shall be subject •
to the following conditions precedent:

(a) The Illinois Cor.u:ierce Commission shall have
Issued an appropriate order consenting to
and approving of this agreement and the

. sale and the conveyance herein provided for;

(b) Any other Federal, State, or local authority
having Jurisdiction in the premises shall
have issued an appropriate order authorizing
the sale and conveyance herein provided for;
and
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(c) Continental Illinois National Bank and Trust
Company of Chicago, as Trustee under the '
Indenture of seller dated December 1, 19̂ 1,
shall have executed and delivered an instru-
ment of release suoh of the property to be
sold hereunder as is subject to the lien of
the said indenture from the lien of said
Indenture.

If the above mentioned orders and release shall not

have been obtained within the period of t;yenty days from the

date of execution of this agreement, then this agreement shall

terminate, -.-ithout *r.y liability on the part of either of the
o
parties hereto to the other party.

The deed shall be a full covenant and warranty deed,

in proper form for recording, nr/1 shall be duly executed and

acknowledged by the seller, at the seller's expense, and shall

be in such form as is acceptable to counsel for purchaser* Any

necessary revenue stamps shall be eftIxed to the deed and paid

for by the seller.

The bill of sale, assignment or such other documents

as ar« required for the proper transfer of title to all personal

property referred to herein shall include an adequate description

of all personal property and shall transfer and convey a good,

indefeasible, marketable find uner.cur.ber«d title thereto and be

in a form satisfactory to counsel for purchaser.

The seller agrees that L. J. Sheridan 4 Company, of

Chicago, Illinois, is the broker entitled to a commission by

reason of this sale, and seller agrees to pay said broker all

commissions to which he is entitled. Seller agrees that should

any claim be made for broker's co-nr.iasion other than that pay-

able to L. J. Sheridan £ Company through or on account of any

acts of seller or seller's representatives, seller will hold
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purchaser free and harmless of any and all liability. This

provision sl̂ all survive the clelivery of the deed.

IN "ITUISS WHEREOF, the seller and purchaser havs

signed and sealed these presents the day and year first above

written.

WORTH SHORE GAS COMPANY

CORPORATE SEAL By /a/ A. W. Concver
President

Attest /s/ C. J. Mulholland
Secretary

WAUKS3A!: COKE CORPORATION

C.
CORPORATE 3';AL 3y /s/ Thoaaa/Strachan. Jr.

President

Attest /a/ Walter 1. Deffenbaugh
Secretary

STATE OF ILLINOIS )
COOK ) SS

COUNTY OF HUB )

On this 25th day of June , 19̂ 7, before me

appeared A. W. Conover and C. J. Mulholland to me

personally known, who, being by me severally duly sworn, did

say that they were, respectively President and

Secretary of the ITorth Shore C-as Company, a corporation

created and existing under the laws of the State of Illinois,

and that the seal affixed to the foregoing instrument is the

corporate seal of said corporation an:1, that the said instrument

was signed and seeled in behalf of said corporation by authority
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of Its Board of Directors; and the said President

and Secretary acknowledged. the said instrument to

be the free act and deed of said North Shore Gas Company.

NOTARIAL SEAL /a/ Mine E. Pringle __________
CookNotary Public, Ixwe County,

Illinois

My commission expires:
October 21, 1950

STATE OF ILLINOIS )
COOK ) SS

COUNTY OF

On this C5th day of June , 19̂ 7, before me

appeared T'r.o-ns C.Strachan and Walter I. Deffemaugh to me

personally known, who, oelng by me severally duly sworn, did

say that there were, respectively "resident and

Secretary of the "aukegan Coke Corporation, a corpora-

tion created and existing under the laws of the State of

Delaware, and that the seal affixed to the foregoing instrument

is the corporate seal of sal?, corporation and that the said

instrument was signed and sealed in behalf of said corporation by

authority 'of its Board of Directors; and the said President

and Secretary acknowledged the said

Instrument to be the free act and deed of said T/aukegan Coke

Corporation.

/a/ Marion I. Payer _____
NOTARIAL SEAL Kotary .^^ gook

Illinois

My commission expires:
February 6, 1950
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RESOLUTION OP BOARD OP DIRECTORS
OP NORTH SHORE GAS COMPANY
RE SALE OP COKE OVEN

BE IT RESOLVED by the Board of Directors of

North Shore Gas Company as follows:

1. That, "n the Judgment of the Board of

Directors, ?t Is In the best Interests of the

Company fha* *he real estate and other property

comprising Its ̂ oke Oven 'lanf. located fn Waukegan,

Illinois (hereinafter called the "Coke Oven Plant")

and being more particularly described In the agree-

ment set forth in paragraph numbered 2 below, be

sold; that the offer of Waukegan Coke Corporation,

a Delaware corporation, to purchase the Coke Oven

Plant for the price of $650,000 in cash, be, and

the sane Is, hereby accepted; and that, in connection

with said sale, taxes for the year 19̂ 7 be prorated

and certain miscellaneous products produced at the

Coke Oven Plant be sold at the cost thereof as pro-

Tided In the agreement set forth in paragraph numbered

2 below.

2. That the President or the Vice President of

the Company be, and he is, hereby authorized and

directed to execute and deliver, anc! the Secretary

or an Assistant Secretary of the Company be, and he

is, hereby authorized to affix thereto the corporate

seal of the Company and attest the same, in the name

and behalf of the Company, an agreement for the sale

of the Coke Oven Plant, in substantially the following

form:



3. That the prooer officers of the Cotnnany

he, ind the'r ir*, hereby author'red and directed

to make. «p. "-he nane snd on behalf of the Company,

aaplication to the Illinois Commerce Commission,

an'1 to ?nv other regulatory body ths* may have

,?ur!sdict'cn o*" the nrooosed transaction, an'-! to

executed, acknowledge and del'ver, In the name and

on behalf of the Comnany, all oet'tions and exhibits,

and amendments "hereto, ?nj to ittenl such hearings

and to do such other things, as may be necessary or

desirable *n connect'on with obtaining all necessary

orders and .author*?at<ons of sa'd Ill'nols Commerce

Comm'ss^on, and of any other regulatory body havina;

Jurisdiction of the oronosed transaction, approving

of and consent'nR to the sale v;v the Oornoanv of *he

Coke Oven Plant and to the entering Into and carry-

Ing out of the aforesa*.d agreement.

^. Ths* the rror>er off'rers of the Company be,

and they are, hereby authorized and directed to exe-

cute, acknowledge and deliver In the name and on

behalf o!' *-he Ccmoany, sll -ee'-'s of conveyance, 'nstru-

ments of assignment, and b^lls of sale necessary to

the consummation of sa'd agreement and to execute,

acknowledge and del'ver, 4n the name and on behalf

o" fhe Comnany, such fu?'ther agreements and 'nstru-

raents and to do auch further things as may be necessary



or des'rahle to carry out an? perform all obl'ga-

t'ons o" the Ccnnanv ^v 't «-o !^e nerforme'* under

sa'd agreement.

T DO P3REBY CERTIFY I am the duly elected,
, Secref.nrv of NORTK SHORE
1s ^ true ind correct cony

of Directors of said
* vhlch

"AS COK'Â ; '•hat the for-?<?o'ipr
of a resulutton ac'or'-.ec' bv t>;e
Germany at a meeting duly held on Jure ">*?,
meeting a quorum was present and voting throughout; and
that sa'd resolution <s oresentlv in full force and effect
and has no4: been amended, modified or rescinded In any
resnect.

TN '/r">raSS WHIREOP T have hereunto set rry hand
and affixed the corporate seal of North Shore Gas Comoany
th's 2?th day of June,

C. J. Mulholland
Secretary

(Corporate Seal)
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June 30, 1947

Chicago Title is Trust Company
Chicago, Illinois

Attention: Mrs. B. A. Sohrank

In re: Your Escrow Agreement No. 187493

Gentlemen:

With this letter we transmit the following on behalf of
Waukegan Coke Corporation:-

1. Certified check No. 2 dated June 30, 1947,
drawn upon Continental Illinois National Bank
and Trust Company payable to your order In the
amount of $400,000.00.

2. Indenture dated June 28, 1947, between Waukegan
Coke Corporation, first party, and North Shore
Gas Company, second party, granting unto the
second party an easement In said Indenture des-
cribed and therein referred to as "Permanent
easement."

3. Indenture dated June 28, 1947, between Waukegan
Coke Corporation, first party, and North Shore
0-as Company, second party, granting unto the
second party an easement in said Indenture des-
cribed and therein referred to as "temporary
easement."

The proceeds of the certified check are in payment of the bal-
ance of the purchase price and will be applied by you in accordance
with the terms of the escrow agreement.

The indenture described in numbered paragraph 2 hereof is a
grant of perpetual easement described in numbered paragraph 1 on
page 8 of the copy of agreement attached to the escrow agreement.

The indenture described in numbered paragraph 3 hereof is the
grant of easement referred to in paragraph no. 2 on page 8 of the



Chicago Title & Trust Co tap an 7 -2- June 30, 1947

agreement attached to the escrow. Notwithstanding the provisions
of the escrow agreement, this indenture is not to be recorded by
you*

The North Shore Gas Company is countersigning this letter by
Its President to indicate its concurrence in the modification of
your instructions with respect to the recording of the indenture
described in paragraph no. 3.

WAUKEOAM COKE CORPORATION

By /s/ Thomas C. Strachftn. Jr.
Its President

NORTH SHORE GAS COMPANY

BY /s/ A. W. Conover
It* President

TC8Jr:pT
Enclosures
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PAM. MURD • MK1CHMANN

til t L. •«.!.• it.IH

CM'CAOO. ILLINOI*

July 14, 1947 /*

Chicago Title and Trust Company
69 West Washington Street
Chicago, Illinois "N

Attent ion; Mr*. IL %. 3ohr»ni
Re: Escrow Agr>eemfn*/

-No. ^74^5
/x——0\ \\

Gentlemen:

u herewith,] as Cserovee under the
enter*d7into between Waukegan Coke

No^h ^hjjpe^Ws Company on June 26, 1947,
the following on behffVt^c-f-Hforth Shore 3as Company:

f tale from North Shore Oas Covoany
oration, dated July 9, 1947.to

ease Deed dated July 14, 1947 froa Contin-
ental Illinois National Bank and Trust Comoany of Chicago
to North Shore Gas Company.

documents.
Please acknowledge receipt of the above mentioned

Very truly yours,

PAM, HURD 4 RXICHNANM

By
CHU-.mJ
enols.



July 14, 1947

Chicago Title and Trust Company
69 <i««t Washington 3tre*t
Chicago, Illinois

Attentioni Mrs. B. A. SohranJc
Re: Escrow Agreement

Zserov No. 157̂ 93

Gentlemen:

Your attention it directed to th« Agreement dated
June 26, 194*7 between taukegan Coke Corporation and North
Shore Gaa Company, a counter-part of which hat been deposited
with you under tne terns of the abore Mentioned Escrow.

The paragraph numbered fifth recites, in part, in
the first sentence thereof that Illinois Title Company is
prepared to issue their Owner's Title Insurance Policy to
first party. We hare been advised that as of June 26, 19̂ 7
that was not the fact, and that acre accurately the reference
should nave been to the second party. Tnls is to advise you
that you shall Incur no liabilities to either of tne parties
to the 04ld Agreement by reason of the said inaccuracy.

The subparagraph (a) of the paragraph numbered fifth
of the Agreement authoriies you to record certain documents
ret forth in the paragraph numbered fourth thereof. This is
to advise you that ycu are not to record the documents numbered
1, 2 and 5 described in the aforementioned paragraph numbered
fourth hereof.

Very truly yours,
COKfc CORPORATION

Lawrence E. Donohue
Its duly authorised attorney

NORTH SHORE UAS COMPANY

dv Carl H. Prist___________
Its duly author1ted attorney



PAM. MURO » KKICHMANN

2*1 • L» fill.! (T.ltr

CHICAOO. ILLINOIS

July 1, W7

Chicago Title and Trust Company
69 West Washington Street
Chicago, Illinois

,x x

Attention: Mrs. X. A. Sohraik
Re : Escrô  Agreemtnt7, your #157<*93

Gentlemen:

Wt hand you herewith', at Btorovee undtr the abort
escrow agreement entered into^ hetwt*ri Waukegun Coke Corpora-
tion and North Shore 3as Company on June ?6, 19^7, the follow-
ing on bthilf «f >or^h Shore/(H§ Company:

/ 1. Warranty da«<r from North Short Oat Company to
Waukeg4n Coke Corporation datad Junt 28,

\
Ca^ti/ltd copy of ordtr of Illlnoit Oomatret

ComwissioV entiTred- 'on Junt 26, 19̂ 7 in the Batter of the
application >f"tfbrth Shore 4«t Company (Docket No. 35?98).

3. Certified oheok of Pam, Kurd It Reiohsann payable
to your order in the amount of $36̂ .65.

The warranty dttd dttoribtd In oarâ raph numbered
1 hereof is the deed referred to in Article Fourth (Item U
thereof) of the etorow agreement.

Tht otrtifitd oopy of the ordtr of tht Illinois
Commerce Commission it tht order reftrrtd to in Article Fourth
(Item 1 thereof) of tht escrow agreement.

At such time as you are prepared to record the dttd
referred to in paragraph numbered 1 hereof in aeoordanee with
the terms of the ttorov agrttmtnt, you art htrtby authoristd
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and in*trueted to purohaee doounentary staape la the aaouat of
$36*1.65 from the proceed* of tht ohook of Pam, Rurd A Rciohaaan
transmitted herewith and to affix said itaopt to tht warranty
dted referred to In p*raflfrtoh numbered 1 hereof and to there-
upon duly cancel eaid stamp*.

Very truly yours,

PAM, HTOT) * REICHMAHK

By

enoloeuree



BOOK SJi

Exhibit G

THIS INDENTURE Made this j_f " day of June, In the

year of our Lord one thousand nine hundred and forty-seven
(A. D. 1947) between VAUKEGAN COKE CORPORATION, a Delaware

corporation, duly authorized to do business In the State of

Illinois, First Party, for and In consideration of the sum of

One Dollar ($1.00) and other good and valuable consideration
to it paid by the NORTH SHORE GAS COMPANY, an Illinois corpo-

ration of 209 Madison Street, Vaufcegan, Illinois, Second Party,

the receipt whereof is hereby acknowledged, does hereby grant
unto the Second Party, its successors and assigns, a perpetual
easement over the following described premises for the purpose
of maintaining gas transmission lines, said premises being des-

cribed as follows:

A strip of land ten (10) feet In width lying
five (5) feet on each side of the following
described center line: Commencing at a point
which is 2465 foot East of and 543.06 feet
North of the Southwest corner of the North
Vest Quarter of Section 22, Tovishlp 45 North
Range 12, East of the 3rd Principal Meridian:
running thence North Easterly to a point 21.4
feet East and 408*3 f««t North of the place of
beginning; thence Northeasterly to a point 59*4
feet East and 891*3 feet North of the place of
beginning; thence Northeasterly to a point 1420
feet North and 137.4 feet East of the place of
beginning, said line being designated as
•permanent easement1 on the plat hereto attached!

upon the following terms and conditions:
1* It is understood and agreed that the title to the

transmission lines in the premises described shall at all times

remain In the North Shore Gas Company, its successors and assigns,

together with the right at any time to replace or remove all or
any part thereof*

2* All vork in connection with the maintaining, re-
newing and repairing, of said transmission mains and all other

equipment therewith, including replacements caused by the



utilization of First Party's property, shall be performed by

and all ooat and expense to be incurred shall be borne by and
paid by North Shore Gas Company, its successors and assigns.

All work done shall be in accordance with accepted practices

for such services and shall meet local conditions applicable

to design and construction.

3. Second Party, its successors and assigns, shall
at all times Indemnify and hold harmless First Party, its

successors and assigns, against any costs, expenses, suits,

loss, damage, injury or liability of any kind whatsoever aris-
ing out of the construction, maintenance and use of the right
herein granted*

*t* It Is understood that the easement herein granted
is subject to the terms and conditions of roadvay easements
heretofore granted over tine same premises.

II Yimu VHKRE07 the parties hereto have caused these
present* to bo signed la their respective corporate names by

their properly authorized of floors and caused their corporate
.,''*•*! s to bo hereto affixed the day and year first above written.

WAUIE&1I OOIX CORPOHATIOI

-2-
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ROOK

STATE OF ILLINOJ
133.

COUNTY OF

I, the undersigned, a Notary Public in and for said
County, in .the State aforesaid, DO HEREBY CERTIFY that
J~Ats*fA.£ O. SrR/lcfrjf A/.«»/i{ personally known to me to
fie the ¥iee President of Waukagan Coke Corporation, a Delaware
corporation, and Mrj^±7~£"f 2..~7)£pn£A/~pf<A£f$^{ personally
known to me to be the Assistant, Secretary of said corporation,
and personally known to me to be the same persons whose names
are subscribed to the foregoing instrument, appeared before me
this day in person and severally acknowledged that as such
Vice-President and Assistant Secretary, they signed and de-
livered the said instrument as Vlee-President and Assistant
Secretary of said corporation, and caused the corporate seal
of said corporation to be affixed thereto, pursuant to autho-
rity, given by the Board of Directors of said corporation as
their free and voluntary act, and as the free and voluntary
act and deed of said corporation, for the uses and purposes
therein set forth.

OIVO under my hand and Notarial Seal this
of June, A. D. 19^*7«

/r> i ,— /? IA o <
Notary

•frftwHiMsion Expire*Mov.7,]

STATE Or ILLUOI8
188

COOTTY Or LAO

I, the undersigned, a Notary Publio in and for said
County,^Lmtthe,8tate aforesaid, DO HEREBY CERTIFY that

personally known to me to
be the PMsldant of North Shore Qas Company, an Illinois corpo-
ration, aael C-jT^ Alt/ t~ t-t # L.J. # */*>___, personally known
to ae to be the 8eere*ary of said corporation, and personally
known to ste to be the san persons whose naoes are subscribed
to ttoe foregoing instraent, appeared before no this day in
person and severally acknowledged that as snob President and
Secretary, they signed and delivered the said instrument as
President and 8eeretary of said corporation, and caused the
corporate seal of said corporation to be affixed thereto, pur-
suant to authority, given by the Board of Directors of said
corporation, as their free and voluntary set, and as the free
and voluntary aet and deed of said corporation, for the uses
and purpose* therein set forth.

GlVtl under my hand and Notar
•, A. D. 1947.

Late Canty j
Rted, for reoont



AGREEMENT FOR PERMANENT
EASEMENT

VAUKEGAN COKE CORPORATION

with

NORTH SHORE GAS COMPANY

0
J U.



THIS INDENTURE Made this _^£^"day of Jt"ie»

year of our Lord one thousand nine hundred and forty-seven

(A. D. 19lf7) between VAUXEQAN COKE CORPORATION, a Delaware

corporation, duly authorized to do business In the State of

Illinois, First Party, for and In consideration of the sun of

One Dollar (|l.OO) and other good and valuable consideration

to it paid by the NORTH SHORE GAS COMPANY, an Illinois corpo-

ration, of 209 Madison Street, VauJcegan, Illinois, Second Party,

the receipt whereof is hereby acknowledged, does hereby grant

unto the Second Party, its successors and assigns, an easement

over the following described premises for the purpose of main-

taining existing gas transmission lines, said premises being

described as follows:

A strip of land tec (10) feet in width lying
fire (5) feet each side of the following des-
cribed line: Commencing at a point which it
2282.75 f««t last of and 5^3*06 feet North of
the South West corner of the lorth Yest quarter
of Section 22, Township k$ North, Range 12, East
of the 3rd Principal Meridian, and running North
18.̂  feet to a point; thenoe Northeasterly 221
feet to a point 135.45 feet East and 192.9 feet
forth of the place of beginning; thenoe Easterly
34 feet to a point 169.̂ 5 feet Cast and 190.9
feet North of the place of beginning; thence
Northeasterly to a point 187.25 feet East and
222.4 feet forth of the place of beginning;
thenoe Northeasterly to a point 215*75 ?••*
East and 236.0 feet North of the place of be-
ginning, said line being designated as
'temporary easement* on the plat hereto attached)

upon the following terms and conditions:
1. The right hereby granted may be terminated upor

ninety (90) days' prior written notice given by the First Party

to North Shore Gas Company, Its successors and assigns.
2. It is understood and agreed that the title to the

transmission lines in the premises described shall at all times

remain in the North Shore 3as Company, its successors and assigns,
together with the right at any time to replace or remore all or

any part thereof. In the event this grant Is terminated the



North Shore Gas Company, its successors and assigns, shall, if

so requested by First Party, or at its own option, remove all

of its property and restore said premises to substantially the

same condition as they previously were. In the event Second

Party fails to remove its property as herein provided and restore

the premises. First Party nay, at its option, do so and charge

the cost thereof to the Second Party, vhich oost the Second Party

hereby assumes and agrees to pay.

3. All work in connection with the maintaining, renewing

and repairing of said transmission mains and all other equip-

ment therewith, including replacements caused by the utilization

of First Party's property shall be performed by and all cost and

expense to be incurred shall be borne by and paid by North Shore

0-as Company, its successors and assigns. All work done shall be

in accordance with accepted practices for such services and shall

meet local conditions applicable to design and construction.

4* Second party, its successors and assigns, shall at all
times indemnify and hold harmless First Party, its successors
and assigns, against any costs, expenses, suits, loss, damage,
injury or liability of any kind whatsoever arising out of the
construction, maintenance and use of the right herein granted.

IH WITHESS WHEREOF the parties hereto have caused these

presents to be signed In their respective corporate names by their

properly authorized officers and caused their corporate seals to
be hereto affixed the day and year first above written.
ATTEST: c , WAUIEOAN COIK CORPORA! I O M

JL
HORTH^BOHT-ftAS CtoegK r>

, Secretary President.

-2-



3TATE OF ILLINOIS
COOK

COUNTY OF KJUX
S3.

I, the undersigned, a Notary Public in and for said
County, in the State aforesaid, DO HEREBY CERTIFY that

THOMAS C. STRACHAN. JR._____, personally known to me to
be the ZUnxPresident of Yaukegan Coke Corporation, a Delaware
corporation, and WALTER I. DEFFENBAUQH________, personally
known to ne to be the ABBIa tor* Secretary of said corporation,
and personally known to me to be the same persons whose names
are subscribed to the foregoing instrument, appeared before me
this day in person and severally acknowledged that as such
Vice-Presldent and Assistant Secretary, they signed and de-
livered the said Instrument as Vice-Presldent and Assistant
Secretary of said corporation, and caused the corporate seal
of said corporation to be affixed thereto, pursuant to autho-
rity, given by the Board of Directors of said corporation as
their free and voluntary act, and aa the free and voluntary
act and deed of aaid corporation, for the uses and purposes
therein set forth.

GIVEN under my hand and Notarial Seal this 50th day
of June, A. D. 194?.

fjfrtTLLA U&. UJ &AtilTl<\f
Notary PublicTTj

tti tassiiuiuii Expires No». 7, 194

STATE OF ILLINOIS )
JSS.

COUNTY OF LAKE ]

I, the undersigned, a Notary Public in and for said
County, In the State aforesaid, DO HEREBY CERTIFY that
_____ /y.W Co waist? HZ. ______ , personally known to me to
be the President of North Shore 3a a Company, an Illinola corpo-
ration, and (J.3^ fJ u t-fifot.^, A rt o ___ , personally known
to Be to be th* Secretary of aald corporation, and personally
known to •• to be the same persona whose names are subscribed
to the foregoing instrument, appeared before me this day in
person and severally acknowledged that aa such President and
Secretary, they algned and delivered the aald instrument as
President and Secretary of aaid corporation, and caused the
corporate seal of aaid corporation to be affixed thereto, pur-
suant to anthod. ty, given by the Board of Directors of aald
corporation aa their free and voluntary act, and aa the free
and voluntary act and deed of aald corporation, for the uses
and pnrpoaea therein aet forth.

7
CJIVEH under ay hand and Notarial Seal thia £ if '~T~ day

of June, A. D. 19^7. /
o/ 3. *y3 -Jv/y./a^^v^ c\7~ oL^ijjJi^L^ ____
' — Notfiry Public.



AGREEMENT FOR TEMPORARI
EASEMENT

WAUKEOAN COKE CORPORATION

with

HORTH SHORE GAB COMPANY





Exhibit H

TE OP ILLIM .It

ILMH-IS COttiiRCk

In tho tfattar of tho Application of )
lOrTH it J ;. O/.s c ,/•:•••.. MY for an ordar )
authorizing anan^aa in tna tyoa and )
haating yalua of gaa diatributod in )
vari j»« oiti«« tnd Til !•.$•• in Cooic )
and La)c« CO'antiwt* Illinoia, th« ) ( _ B
•oororal of Roriavv. R«t« 8elMdul«*» )
nnd *utborixing th« «b»ndonr»«tJt of )
ooir* plant op«rmtion and raoorary of )
tha undaoraaiatod aoat of thia plant )
on a ?lan of amortisation againat )
futur* aarningi* )

TO THE IL 19 IS CO 'V^RCB COM^OIilOIl

•ORfli SKORX OA8 COtfPAtt, potltionar ha rain, raapaatAilly

ropraaonta a a follovot

1. Fotltioaov ia mm Illinoia aorporatioa with its prfat-

aipal plaoo of bwoiaooa IB tha Citjr of Utoalracajit Illinoia,

aowng otbar tbingo !• tho Man jfa,at«ra, diatributiom a»4 aala of

ia vo.riouo «H^oif«litiM amd ooonvitiaa ia Cook aaa Lair a Ooontiaa
ia tho Sttt^of IlliiiOia» aatf io • pitlio mtilit/ withla tho «a*n-

ing of tho Ullaoia HaUa itilltiaa Aat.
;4 . . '

t* ^TMtiavo^ io ao« famishing maavfaotoratf gaa boring

aa ovorofto boating valao of approximtalr Mt Britiah ThonMl Vaito

pr a«hio fight in ana abo«t tho altiao aad vlllagoo of

OoorfM4» 010MOO» Oraja LaJto, Oamaa* Highland Paric*
Laka Bluff, Uko Poraat, Lihart/villa, Maadaloin, lorth Galeago,

Raoooll. Thoraoarjrf laokogaa* •laa«tkat fiatajre* lorhof aa4 Iioa»

looatod in tho aoxmtioa of Coo* and LaJror



3« Potltioner procoaea to diaoontinue •'enufaetured «••

•errioe in the oitiee ano rillagee «bore lentioned and to aubttltuto

In lieu thereof the furniehing of airtight natural gaa eerriae bar-

ing a heating raluo of approximately 1,000 Brltlth Thermal Units

oer eublo foot*

Tha itraigbt natural gaa to ba distributed will ba purchased

07 petitioner from the Natural Oaa Pipeline Conjpmnjr of Aiar ioa ,

an arolication for th« approral of aaah oiatribxition and purohas*

baring bean nad« to the aaid oo«pany oa I or ember 1, 1940*

4. Petitioner propoeea to iake effective in auea f(tie«

and rilla^ea rate aon^-culea for atraigbt natural ^»a aerrie« wfaioh

will effect aaterial reductiona in tbe ooat ef gas eerriee to cu»-

to-aera located t; tare in aa aonsni r*c with the preaeot rat* aeji^dul*

ooraring *anufaetured gaa aerriee| the proposed rate aebedule will

be filed with tnia Coaniaaion purauant to tne tenw of the oMer of

the covmiaaion in ttoia eaae.

5. Petitioner propoaea to ;aakot at ita own oxpomoo* even

• djuatmenta a a na/ bo neeooaary la tfwotoo^ro* gaa bvraing applianooo

in an ah aitiaa a«4 rillagoa to enable nMfe applianae to mtillso
natural gaa he.ring a U^rval eeeitent of appreaimateljr 1,000 BrltlaM
The ma 1 unit* fer ovoto foot.

6* I* oomootioa with the ohoago fro* •ajrafaetured to

natural g**» it will oo vnooooomry for petitioner to e<mtia*e
oporationo at Ito Ootoa 0>o«ria it aad it la proceed to eloao thla

plant> and aubjeot to the authorisation of the CooMiaalon, to roooror

the undepreaiatoA eoat of the plant en a plan of amortisation agalnat

etmlnga orer a reaaoneble period of /oara*

7, Tho propoaod ehange In gaa aorrioo will pondt oortaln

oporating eeonoeiiee to bo effoetod by votltiOBor tm4 will iaoro«8O

.ft.



tho oapaoitiot of potitionor't gai dittribution ay atom and tho oro-

potod rtto aehr4ulot will of foot tavinga to o~utto«era, all of which

will bo in tho publia interett.

f. Fttitienor haa, eonourrortly with tho tranavittal to tho

Covtiaaion of t it potition for filing* -aalled a 0007 of tMa petition

including tho nlan roforroo to therein, by United 3t*tea registered

T R l l to *«ch of tho eitiot *nd village a herein aoove named, together

with a notieo of tho filing of tho a«te, and petitioner oraya that

tho Coimiaaion give to all tueh partiot auoh notioo at it required

by lav*

^aEF^PUKK, petitioner prayt that tnit GOMittion enter an

order herein authorizing petitioner to change tho typo and heating

value of gaa alatributod in tho a bore namod titiot and village a

fro* -n»nafa«tur*d gat having an average heating value of appro*i-

aatrljr 561 British Thomal Qnitt por oubio foot to natural gat

having an avejago) heating valuo of 1,000 Britiah Thomal Onitt por

ouuie foot, and to file and -.ako of ootivo, at natural gaa torvioo

boooiea avallabloi ratet for natural gat aervite in tho form of

pronoaod rate a whioh will bo a tab-lit tod to tho Coewiaaioa at tho

beaming on thie) porlitioa^ and anthorlxo potitianer to aloee itt

Ooko ©TOO) iMt pr»p««rtjr and rooovor tho usdepro/oiatod oott on a

plan of a tgfJlfPJ11 «• dgoilaot oarningt over a roaaotiablo period of

yoart, aja4-xt/P «aico *Mfc otto or and furthor provitiont aad ordort
oonoorniac tkv propoood ahango ovor from •aBufatturaci to natural

fat at vajr appoar appropriate or noooaa&ry*

Datod at •amkogaji* Illiaoit, thit 7th da/ of lovoojbor*

A. D. 1048.

xoitn MQim A*a
a

•ALL AID KPfral
Attoraeyt for Potitioaaf



8TATS OF ILLINOIS )
) SS.

C -U8TI OF LA «OI )

A. W. COH07FR, b«lng first aaly avorn* on oath atataa

that tie la Fraaldant of tha Mortb Shore 3«§ Goopan/, a o*»f•ration;

tb t ha ha a r««d tha foregoing o« tit ion by ttli rubaarlba4 and at«ta«

tha tha contanti thereof ar« trua In aubatanc* and ID ffeot*

A. I. COiOVHS (Slgiad)

SUB5CRIBKD A5*B S'JlOfiM TO

bafor« ua tria 7tta da/

of MoT«-nbar» A. D» 1940*

ALJC1 1LL4TKMI
Fabllt

(MUt)



ST .IE JF I

ILLIWOIS CQ*Vt.f.C* COIIIIBSlOt.

In the latter of the Application of
M . f T H SHi.-rf <J*s cyf'Jft for «n order
authorizing ebanjtee In the t/?e *rd
heating v«loa> of £•• dlatribated In
7»rlou« cltl^« «nd ?ill«,«« in Cook
nno U'<« Count!*** Illlnol*, th«
• onrov»l of fttrited Kat« 6ehodui«t(
«nd authorizing tb* •bandorMont or
eo<o olitnt 3n«r«ttOo and rteorery of
tn« m<l«or«el*t«d edtt of thia olant
on • olan of •'nortiiatlon
futuro earnings*

10

T6 tiff JLtMOlB «eir» Wr COiltIS

Hdim eaOP* OAS COVPAHY* *n Illlnol* •ort>cr«tlor,
r)«tltlw«r Mr«in, by !•*«•• twratefer* f rtntW bf Mid Cov«l*»ion,

do«« h«r%by g<Mflid It* petition h«r*tof»*« fllod ho*«lm by

«• <»r«5r«T»t»i t, 16 «nd 11 f« tttt petition, tto fell owing r
9* r%tl%l»fi«r »!*• *•**•»•& tt' that lv will to

wrtirgo 1%* pMitmt dittributloa s/tt**
overt t* •** ^intatn «r

fro* t oolB**^ttrt S««tfeM»t of tfeo torn or dM^v L*kr« to
general e*at«ny dir««*loir ttoroogb ttir p«tltioTMr*r

•rkh mud
of «** C«Mi«

rtrart •*•* dl»trlV>tloirt- «*i» alone tfio-rovte-gevorailr d»»eri»«d

ml*
in- *

t«mtor/
IV 1»

oa tM »outh aid* of tM tMi
-mown a a Poteraon Road at approximate I/ tbo north
vovt eotuor of tt>» »<^t1> ww»1f tjuarter of *eetlon 7,
Townablp 44 lorth, teJigo 11* Eaat of the Third frla
•ioal Vdrldiaa* Oountj of LaJte, State of Illl«ol§,



aad •ctondiac oootwardly approxiiatoly 5,160 foot oa
ooia\ Potoroon R«ad right-of-wa/ through tho aoov*-
awatloeo* fwfeion 7, Tovaohip 44 forth, Kongo 11,
EM •% of tho fbird principal VoridUn, to tho iator-
•ootlon of Pot or* OB Road with *ilwaukoo Road (ltato
Routo B l » ) tboaoo oontlnulng oa«tw«rtily ap roxlaiataljr
8,700 f»«t «lon« • utb tio« of ••Id 'ttlwaui«« fto«d
rlght-of-mij to ttoo int«rM«tion of MilMuk«« fio«d
with Stato R^it« 69 »no Bueicl*^ HO«O (Stato Ho-.t* £0) ,
tnence •«»tw»rdly ••rroxla*t«ly 19,470 f««t on tb«
South «id« of Baeklty Road rlgAt-of-«ijr to tho lat«r->
••otlon of Buokl*/ Road with Tolocrapb Mo«d (It* to
Ro^ato 4ft-A») thonoo approxlMtol/ §»!?• foot oa tho
south «ido of Buoklo/ Road ri(ht*of»«Bjr *• tfe*
ooo t Ion of Bookl«7 Ro»d and Orooa B«jaad Dowo
Rood«» »»ld lnt«r«o«tlon known •• rtvo Point**
thonoo o*«two.rdly «p< realm t«ljr 6*000 foot on Downojr
Rood to aboridAB Bood (fit* to Routo 48) la tho lortfc
ffott ^uortor of loot Ion 9, Townohl* 44 Rorttxr
If, Soot of tho third pyiaolpol Voridiojii

• o »bown OB tho plot borotoforo offorod in ovidonoo no

Exhibit f .
10* Petitioner propoooi •• oltomoto routo to

vltb oboro routo amly to tho polat rsontionod o« tookloj Rood at
tho iatortootiots of Tolo«TOpli Ro«d (Sttto Ro-ato 4t»A,) forth loot

Qvortor of tootlo* If f fpouhip 44 forth, Ron«o 11, Boot of tho

TMrt friaoipal fJtvUUm» fMa otoion point tho oltormto oloa !•
to oatond fM^Miid^y •fprotlmtoljr 11, TOO foot o« Tolo«nph Road

to ttoo ^" îflk** ^^llMkUiBi Rood ia tho forth Boot 9a*rtor of
Sootiom 1*. jCfMhlp 44V forth, font* IS, Boot of tno fair* Priaoipol
foridltt*; oJMJT •• >Mi^a<rtfc firaoi aooro-«OBtlo»od polat ot Bvokloj
Rood oad TolO(r*pa R«od\ oao «ilo pl«o or aiaua oa Tolofroph Boad
•ad tlMam oootoardlr tkvov^i prt of Sootloa 1, Tovaohip 44 lorth,

Baaco U» foot of «M Third PvUdipol foridUaf taro«tJi aootloao
•, § *ad 4* Toaathip 44 fo^th, Rao«o If, Boot of tho Itoird Prialop*!

•oridUa, into tho «lt* of forth flbioa**.



11* Petition** hat, ooneurrently with the traaamlttal of

tr.lo petition te the Cow*italon for filing* vailed a oopy of thie

petition by United itatee reflatered *all to eaoh of the oltiaa and

Tillage* na*ed in the application, together with a notice of the

filing of the la-ne*

Petit! mar alao a-lenue the arnyer for reliaf eont«ina4

in the natltion heratofore filed by adding thereto tne followingi

Petitioner alee praye that tni» eoonieaioa enter a« order

and laau* to petitioner a eertifiaate of eonrrnUenee and neeefltlty

to oonatruat, operate and -u in tain a tvelre-laefc gaa diatriovtioc

tain for the enlargement of Ite dietridotion ay• tea aloag the)

ro te berelnabove la tble petition oiere fall/ deeeribed.
Datea at laukegan* IlllAOle* thie 3rd de,y of £>e«eiaberf

A. D. 1940".

HOKTB 8«^E OAS CO 'PA*I

Preeideet

3TATB OF ILXJMZA

CGtWTY OF

A. W. f«»uncjit being flrat duly ivomf en oath at*tea

that be le area idea t of lortfc Shore Oaa Conpeny, a aevpewatienf

that he ha a read tMe fereteinf a^endaent te petition by hla

aerlbed, »nd etatee that the ea^e la trwe la enbetanee a*d In fa«t«



SUBSCRIBED MD 3*ORJ TO

b«for« +• this 3rd <Uj

of D««*nb«r, A. L. 1945*

notary 3uolle.

HALL ,- JiD MUI- 'K
Attom«/a for ?«titlon«r
0 forth 0«n««»« Str««%
*«uir«,ftnf Illinois
T»l«-hon« - ^1»«ti« 6900i



STATE OF ILLINOIS

ILLINOIS CC...ZRCE CG/ciISSION

In the Matter of the Application )
of i;CRTH SHORE GAS COMPANY for )
Consent to and Approval of an Agree- }
r.ent for the Sale by I^orth Shore Gas )
Company of its Coke Oven Plant locat- ) iJo. 35298
ed In the City of Waukegan, Illinois, )
and for the Consent to and Approval of )
the Sale and Conveyance provided for )
by the <=aid Agreement. )

PETITION OF NORTH SHORE i-AS COHFAKY

To the ILlIiiCIS COMMERCE COMMISSION:

NORTH SHORE GAS COMPANY, petitioner herein (here-

inafter called the "petitioner"), respectfully shows and

represents to tnis Comr.ission as follows:

1. Tnat petitioner is a corporation duly organized

and existing under and by virtue of the. laws of tr.e State

of Illinois; is a public utility within tne meaning of Sec-

tion 10 of Article I of an Act entitled "An Act Concerning

Public Utilities", as amended, now in force in the State

of Illinois; has its principal place of business in the

City of ./aukegan, Illinois; is engaged, among other things

in the manufacture, (subject to the statements made below),

distribution ind sale of gas in various municipalities and

communities in Cook and Lake Counties In the State of Illi-

nois; and is authorized by its Articles of Incorporation,

as ar.ended, to own, operate and dispose of the property

hereinafter mentioned.



2. That by order of this Co.~r-.is3ion, entered on

the 5th lay of January, 19^6, in Docket No. 33264 peti-

tioner was authorized, inter alia, to change the type ar.d

heating value of the --as furnished by it, by the furnish-

ing of natural -~a.s having a heating value of approximately

1,000 British Thermal Units per cubic foot in lieu of

nar.ufacturei ~rs having r.n average heating value of ap-

proximately 5^5 British Thermal Units per cubic foot.

Since that date, January 3, 19U6, the necessary

installations for the rendering of natural gas service

by petitioner have been completed; and necessary adjust-

ments in customers' gas burning appliances to enable the

use of natural ras in such appliances are beinr made

throughout the territory served by petitioner, at peti-

tioner's cost and ercpense. It is estimated that the

task of calling such adjustments will be substantially

' completed, and the change-over coirpleted, on or about

Tbly 15, 19̂ 7.
Petitioner Is now serving natural gas to about

one-half its customers; it is anticipated that the use

of gas manufactured at the Coke Oven Plant located at

Waukeran, Illinois (hereinafter called the "Coke Oven

Plant") '.-ill be discontinued no later than the date of

consummation of the sale.

3. That, in the above mentioned order of the Com-

mission, entered on the 8th day of January, 19̂ 6, the

Commission found, inter alia, as follows:
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"(7) that the coVe oven nlant of the
It loner located In 1faukegan 19 not suit-

able for use as a stand-bv reserve and that
th« netltloner should be author'ret' to dis-
continue the oneratlon of the sa«d nlant at
*he Mme of the chanie-over from manufactured
*o natural »as. and with resnect to the amor-
+ *ration of the sa<d nlant the Commission will
i99ue <t9 further and su-v^l emental order nrc-
9crJ.binf? the manner and details of the said
amortization; **»."

Tn the above mentioned order of the Commission,

entered on the 3th day of January, 10U6, the Comrn?9Sion

also ordered, Inter alia, as follows:

"IT IS K-URTHER ORDERED that, the North
Shore Gas Comoany be, and It <s hereby, auth-
orized, unon the substitution of natural nes
for manufactured rras as aforesaid, to discon-
tinue tha operation of Hs coke oven nlant and
to amortize the said nlant, but the manner and
details of the said nlan of amortisation will
he covered <n a subseauent order of this Com-
mission and .Jurisdiction retained for that
nuroose."

4. l*hat netltloner desires to sell and convey to

Vauk*p*n Cô -e Cornoratlon, a Delaware coroorat'on, and

Vauk»jtan ^oVe OoroorAtion (hereinafter called the "^uyer")J!L-G*9ff99 to purchase and aeoulre from petitioner, the nron-

erty const1tut*npr and comnrlslnff the Coke Oven "lant of

netltloner located In vau'<eaan, Illinois, Includinp real

estate, together with the buildings. structures, erec-

tions and constructions thereon, and certain personal

nro^erty, Including machinery, tools and epuinment, and

oneratlnT materials and suoolles, all as more fully set

forth 1n the agreement entered Into between net it loner

and the Buyer, dated June 2£ . 19̂ 7 (hereinafter called



the "Agreement"), a true and correct copy of which is

hereto attached, narked Exhibit A and made a part hereof.

The eale and conveyance provided for in the Agree-

ment are made subject to certain conditions precedent,

including, among other things, the entering of an

appropriate order of consent and approval of the Agree-

ment and of the sale and conveyance provided for therein,

by this Commission, and the obtaining of a release from

the Trustee under the Indenture pursuant to which certain

bonds of petitioner are outstanding (as more fully set

forth below in parpgraph numbered 8 hereof).

Petitioner is informed that the Buyer is a Delaware

corporation and proposes to use the property to be

acquired by it from petitioner for the purpose of manu-

facturing coke for industrial purposes, and that the

Buyer i8 not • public utility within the meaning of

10 of Article I of an Act entitled "An Act
4T-

Comwning Public Utilities" as amended and now in force
Jk '.'-

In tilts State of Illinois. Petitioner and the Buyer are

not "affiliated interests11 within the meaning of Section 8a

of the said Act.

6. That the purchase price provided for in the

Agreement is the sum of Six Hundred Titty Thousand

Dollars (365t,000). The Agreement also provides for the

proratlon of taxes for the year 1947 and for the sale by

the Company of mlscellpneous products produced at the

Coke Oven Plant et the cost thereof.

-4-



7. That the purchase price was determined by arm1 a

length, bargaining and negotiation by officers of petitioner

and representatives of Buyer, and the said purchase price

was accented and approved by the Board of Directors of

oetltioner at a duly held meeting called for that pur-

pose. The said price represents the fair value of the

Coke Oven Plant on the date of the filing of this petition.

8. That the Ccke Oven Flant Is subject to the lien

of the Indenture dated December 1, 1941 of petitioner to

Continental Illinois National Bank and Trust Company of

Chicago, as Trustee; and, as above stated, the proposed

sale and conveyance of the Coke Oven Plant.under the terms

of the Agreement are subject to the condition precedent

that petitioner shall have obtained a release of the Coke

Oven Plant from the lien of said Indenture pursuant to the

provisions of the said Indenture. Petitioner proposes in

connection vith securing said release, to deoosit the
K.V
Pt»U«d« of said sale in the amount of 3650, OCC with the

•\ -

••id Trustee, pursuant to and in accordance with the terms

and provisions of the said Indenture.

9. That petitioner cannot at this time present to

the Commission a plan of amortization of the Coke Oven

Plant, and therefore petitioner renuests that the

Commission retain Jurisdiction with respect to the manner

and details of the clan of amortization thereof.

10. That the sale and conveyance by petitioner of

the Coke Oven Plant as herein described will not Interfere
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In any way with the furnishing of natural gas service to

the public in the territory In which netltloner operates,

and such sale^and conveyance will be In the best Inter-

ests of petitioner and will be In the public Interest;

and that this petition should reasonably be granted, and

the public will be convenlenced thereby.

WHEREFORE, petitioner respectfully prays that

this CcT.rr.lsslcn enter an order (a) consenting to and

aporovlng of the Agreement for the sale and conveyance by

petitioner of Its Coke Oven Plant located In Vaukegan,

Illinois, and consenting to and aooroving of the sale and

conveyance therein provided for, as herein described to

Waukegan Coke Corporation for a purchase orlce of Six

Hundred Fifty Thousand Dollars (3650,?00), under the terms

and conditions herein set forth; and (b) granting such

further relief as the Commission shall deem fit or necessary.
ChicagoDated at Wa-1-----

Jun«» A.D. 1947.

CORPORATE 3ZAL

rtm, Illinois, this -5 day of

NORTH SHORE GAS COMPANY

3y /e/ A. W. Conover_____
President

ATTEST:

/s/ C. J. Mulholland
Secretary
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STATE OP ILLINOIS )
) 33.

COUNTY OF COOK )

A. W. gonover____ and C.J.MulhoIland.
being ftrat duly sworn, on oath depose and

state that they are the President an^ Secretary, respec-
tively, of NORTH SHORE GAS COMPANY, a corporation; and each
of then respectively states that he has read the foregoing
petition by him subscribed on behalf of North Shore Gaa Com-
pany, and that the contents thereof are true in substance
and in fact.

/•/ A. W. Conover________
President

/a/ C. J. Kulholland
Secretary

NOTARIAL 3TAL

SUBSCRIBED and svorn to before me,
this gsth day of June, A.D.

_____la I ^nrgf. *••» ftr HI •h.-i'M________
Notary "ublic

My commission expires: February ?, 1949
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STATE OF ILLH.'JIS

ILLINOIS C

In the sitter of the application of r Exhibit I
^orth Shore Gas Company for an order
authorizing changes in the type and
heating -alue of gas distributed in
various cities nd villages in Cook 32204

counties, Illinois, the
ap;ro-'al of i'87ioei rato schedules,
ycJ. autajrizing -jhe abandonment of
ccse pla-t operation and recovery of
the unde :reciated cost of this plant
en a pla_~i of amortization against
fui-urs o l

0 :\ DS2

£j th? C emission:

On i'ovanijer 8, 1945, the North Shore Gas Ce-prjiy filod its petition

in the above entitled r.atter. On December 1, 19-15, in rj.2ndraent to the said

petition was filoc". Pursuant to due notice as rsquirod by law and by the

rules an i regulations of the Commission hearings were held at the offices of

the Coara ssion in Chicago on November 28, 1945, and on Be cancer ?, 1945. At

th3 said hearings petitioner was represented by counsel and appearances were

aleo eat-.red on behalf of the cities and villages of Ilorth Chicago, .Lake

3 luff, L:J£9 Forest, WinnetJca and Olencoe. The Zion Industries, Inc., vras

granted eave to intervene in the said proceedings and appeared at th? said

hearings,

Tha application as amended -seeks authorization cf this Commission

to change the type and heating value of the gas distributed by petitioner in

certain cities and villages served by it, the approval of revised and reduced

rate s;h;dules, the authorization of abandonoent of the operation of petitioner's

coke ovea plant, end amortization of ".he said plant, and for a certificate of

convenience and necessity to construct, operate and maintain a certain

twelve- iach gas distribution main for the enlargement of petitioner' 3 gas

distribution system.



The proposal of the petitioner in brief is to change over its

entire system fron service by manufactured gas to service by natural gas.

The manufactured gas now supplied to consumers is obtained mainly fron a coke

oven gas plant located in Waukegan. This plant, as shewn by the evidence, has

become inadequate to supply the needs of the public in the territory. The

coal used to produce this gas is West Virginia coal end the coat of that coal

has increased fron (.3.48 per ton (into the ovens) in 1933 to |6.09 tor ton in

1945. The petitioner has been unable to attach new &nd additional customers

since 1942 and in the year 1942 had a serious interruption of supply. An

adequate supply of natural gas will become available to the petitioner if

certain authorities are granted in a proceeding now pending before the Federal

Power Commission, and the proposal of the petitioner in the case now before

the Illinois Commerce Commission is contingent upon the outcorae of said proceed-

ings bai'ore the Federal Power Commission. The petitioner proposes, in the

event that the change-over to natural gaa ia made, tc file new rate schedules

which will represent a substantial saving to customers as compared with the

present rates for service by manufactured gas, and also proposes to bear the

expense of adjusting customers* appliances to perait the use of natural gas.

The Commission has received communications from the following cities

and villages, seme in the form of resolutions acd others in sore informal

xanner, but all approving the proposed change-ov«r end suggesting favorable and

speedy action by the Commission; Deerfield, Grays .Lake, Highland Park, Lake

Bluff, Laktt forest, Llbertyvllle, Itundelein, Waukegan, Winnetka, Winthrop

Harbor end Zion. No representations have been made to the Commission in

opposition to the said plan either by municipalities or any other parties.

The city of Lake Forest presented a witness whose testimony oupports the

proposal of the petitioner.



apr-sars -io be urgency with respect to the chan.^o-over to natural

, primarily in order -that adequate gas aervice bo rendered to the public In

territory but also in order that tho public receive the benofit of the lower

i'£tes. la 7iew of this fact the Conaaieslon will enter its ordor at the present

T?ith raspect to the natter of change-over, rates, ;3nd cortificate of

aad iccsssity, and will also authorize the o^crtization of the

ccio oven plant but will reserve jurisdicbion for tl-e purpose of directly

det'iils r?ith .rospoct to the said anortizatica. In Kiia connection i« may

b3 pointed out fiat the T/aukegan coke oven plant is un£u:ltr.blo •"'or uee aa a

rjtund-by re3or7c i'or bhe reason that a coke oven pleat cauno'i oo put into aorvica

cuickly but ratjuirjs a long period of '.farming up szd, shea out of sewice fo? a

considerable locsth of tine, nay require considerable r3placcaent of refractory

brick or other material before the plant can again be placed in operation. This

explanation is cade for the reason that some suggestions have been made in

connection, with this proceeding that the said plant be retained for stand-by

purposes.

The Commission having conaidered the aforesaid petition as amended and

all of the evidence, both oral and documentary, the statements of counsel and

others who have entered appearance, and being fully advised in the premises, is

of the opinion and finds:

(1) that the North Shore Oaa Company, petitioner, is a corporation
duly organized aad existing under the laws of the State of
Illiaois and ia engaged with charter powers so to do in the
Banttfaotuxw, distribution and sale of gas to the public in
various •unieipalities and ccomunitiea in Cook and Lake counties
In the State of Illinois, and it a public utility within the
meaning of "An Act concerning public utilities", as anended;

(2) that petitioner ia now furnishing to the public in the said
territory manufactured gas haTing an average heating value where
it ia produced of approximately 565 British thermal units per
cubic foot and that the said gas is so distributed in and about
the cities and villages of Bannockburn, Deerfield, Glencoe,
Grays Lake, Gurnee, Highland Park, Hlghwood, Lake Bluff, Lake
Forest, Liberty vine, Mundelein, North Chicago, Russell,
Thornbury, Waukegan, finnetka, Wlnthrop Harbor, and Zion;
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*5)

(6)

(7)

(6)

xiicc.Tie of o--t£jji pv:..:;i.
Co:~issicn, _:3ti '.-ior:- • . ; < J . L ' ;

i'o? dieti'iln.vJion to i-ne public in sutjtif:Uc.i i'or ;:-. :
r;S3ufactured gas, an adequate eurnly ;f a^iur j'i j.u'd iv.!
petitioner proposes tiae distribution ;ad rrdt ';:> oL.;; :rbiio of
straight natural gas bavins a heatisj valua cf :-.̂ ::xv.'::.:_-:ctoly 1000
British thermal unite per cubic foot;

(4) vbit th? schedule of rates for natural gas aervica which petitioner
;ror23C •; ;o uaio effoctiva in each of tl:s citlca .\u:cl -iliajeo
fjf jCii'i-jcl erst in thoir environs, rill rosi-It i -. ^i r.v.ra.-p o^er-all
:e7lag ":o ths present ccsto.'jgrs of pcii-Lcnor •••: '.:> -•'.. zii:itoly
13.6^ r.-cl rill ::Dt result ia iccivasin^ vho bi.:".j •:;? ,-::.y • ->? -jl: ̂

of : -.
will result in a rr.t:riai

capacity of ssSitioner'o atorag-s, -i?ui:urij.-c-lc.:
«3r3tan o^d ir.cilitiea by reason of tho iacrsa:;:
of -tlaa sag, and tiiat both by rsaoon of ths salu
ocatsnt of -chr- gas ar.d by roason of tl-a chango
and '07 7ca?cn of new cocotructicn purrucat bo
ccavonic-ncs iinfl necessity heroin authorized t"io

ncr to render adequate gas sarvica to
y incrsased;

--::i llic
c i-i the

ia cov.r
ilio cor
abilit

3 oubli

sod tho
co of ci
;;ificaoc-
y of tlio
o r?ill L

al

of

ihat in connoction with tha aforesaid changs-ovsr ib --ill be
necessary to icake certain adjustments in ccnfiiiiara' ga3 burain.g
nppliazicss and that petitioner should at its CTVU ezponza as coon
as it otarts the distribution of straight natural gas in She afore-
said ccr^iuuitids proceed with reasonable dispatch to naice, or cause
to ce inade, necessary and appropriate ad juste 2.1 ts or changes in
consumers' gas burning appliances, all to the snd that the said
appliances be arranged to utilize with rsasonabls efficiency natural
gas having a thermal content of approsiiratoly 1000 British thercal
units per cubic foot;

that the coke oven plant of the petitioner located in Feukegaa is
not suitable for use aa a stand-by reserve and that tho petitioner
should be authorized to discontinue the operation of &e said
plant at the time of the change-over frca zuanufecuurad to natural
gas, and with reapeot to the amortization of tho said plant the
fi !••!•• 1 1 >n will IMU« it a further and supplemental order prescribing
the aaanar and details of the said amortization;

that petitioner abould be authorized to diccontine the oupplylcg
of naanfaetured gaa In the cities and villages above cpeoified end
in their enrirona and to substitute in lieu thsreof straight natural
gas having a heating value of approximately 1000 British thermal
units per cubio foot and to file and make effective a schedule of
rates covering natural gaa in the form of Petitioner's Exhibits 2
and 2-A as filed in this proceeding, such schedule to become effective
for each of the said oitiea and villages and their environs upon the
substitution therein of the proposed natural gas service for the
present manufactured gas service, which schedules shall thereupon
supersede and cancel the petitioner's existing schedules for manu-
factured gas service in tha said communities;
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(?) that in connection with the change froa nanufao'curad <;o natural ^ao
service it Mil be noceesary for petitioner to solaria ita present
distribution cyston end to construct, operate and maintain a t~el79-
inch gas distribution naln from a point just southeast of the Toan
of Grays Lako, Lake County, Illinois, to run in a general easterly
direction through the petitioner's service fcarritory ccnnocting with
existing gas mains running north and south, and to construct such
distribution nain along the route generally described as follows:

Comsncing oa the oouth elde of the unicprovad road Jcnorm as
Peterson Read at approximately the north weu^ corner of the
3outtr:cst .-lartor of Soction 7, ToRnshi? 44 uor:;h, r^r^o 11,
East of -i'aa rtird Principal Meridian, Count;- of Lake, Stato
of Illiiiois, cad extending eastnardiy approximately 5,1^0 fest
"i eFJ.d Potsrcon P.oad right-of-Tjay through tlio above-sent!oned
,,ection 7, Tcmship 44 North, Range 11, Fact of t!:.9 Third
Principal "or?.clian, to the intersection of ?-~-corcon F.ocd witk
Milpwikee POS.C (State Route 21), thence cont Lauin.2 sastTiardly
approTrfjcatoly 0,700 feet along aouth side of said Milwaukee
Road i'ight-of-"sy to the intereeetion of Mlrauicso 3oad trith
State Ibuto 6!3 and Buekley Hoad (State F.outJ 20), tl.onca eact-
-?ardl7 epprorr.ately 19,475 feet on the South sido cf Bucklcy
Head ilght-of-way "0 the intersection of Euciley Eoaa with
Telegraph Poad (State Route 42-A), thence ap-;roxiEately 8,275
foet on the aouth Jid« of Buekley Road right-of-vrsy to the
intersection of Buekley Road and Green Bay and Doy-noy Roads,
said intersection known as Five Points, and thence eaotvrardly
approzLoately 5,000 feet on Downey Road to Sheridan Road (State
Route 42) in the North Vest Quarter of Section 9, Township 44
North, Range 12, East of the Third Principal Meridian.

(10) that it cay be necessary for petitioner to use an alternate route in
place of a portion of the abore route, the above route and the alternate
route having been approved by the State Higbvay Department and the use
of an alternate route being dependent upon certain improvements to be
aade by the State of Illinois Highway Department, said alternate route
to conform with the above described route only to the point mentioned
on Buokley Road at the intersection of Telegraph Road (State Route 42A),
Northeast quarter of Section 12, Township 44 North, Range 11, East of
the Third Principal Uaridiaa, from which point tho alternate plan is
as follows:

to attend southwardly approximately 12,700 feet on Telegraph
Road to the intersection of Rockland Road in the North West
(fcMTtcr of Section 19, Township 44 North, Range 12, East of the
Third Principal Meridian, and to extend north from above-
mentioned point at Buekley Road and Telegraph Road one mile plus
o? minus on Telegraph Road and thence eastwardly through a part
of Section 1, Township 44 North, Range 11, East of the Third
Principal Meridian, through Sections 6, 5 and 4, Township 44 North,
Range 12, Bast of the Third Principal Meridian, into the City of
North Chicago;

said route and alternate route being designated on the plat rooelved in
evidence as petitioner's Exhibit 9; and
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(3.1) that a csriifioafce of convenience and necessity should be granted to
potitionoi- for the construction, operation eni zaintoncnca of sas
malas along the routes herslnabove specified.

IT" is 1HEDEFORE ORDERZD that North Shore Gas Company, an Illinois corpora-

tion, be, and it is hereby, authorized to change the typo and heating value of gas

distributed in the cities and villages, and their environs, of Bannoclcbum,

Caerfield, Gloncoo, Grays Lake, Gurnee, Highland Park, Highwood, Lake Bluff, Lake

Jorcstj Liborcyvilloj Kundelein, North Chicago, Kussoll, Tliorabuiy, Winnetka,

•Vaukegan, Winthrop Harbor and Zion, from manufactured gaa having an average heniics

value of approximately 5S5 British thermal units par cubic foot to straight natural

gas having a heating value of approximately 1000 British theraal units per cubio

foot, said heating value standard of approximately 1000 British thermal units par

cubic foot to continue in effect unless otherwise ordered by this Cozsission.

The gao heroin authorized to be distributed shall, when it Is tested in a

place nhere it is consumed, have a monthly average heating Talus of not less than

1000 British thermal units per cubic foot and at no tice shall the total heating

value of the gas at ouch point be lees than 950 British thermal, units per cubic

foot.

IT IS FURTHER ORDERED that the North Shore Ges Company be, and it is

hereby required, at .Its own expense, as soon as it starts the distribution of gas

in the aforementioned communities having a heating value content of approximately

1000 British thermal units per cubic foot, to proceed with reasonable dispatch to

make, or cause to be cade, changes la, or adjustments of, facilities and equipsant
used by its ourtoBars in the consumption of gas, to the end that service rendered

in the usa of auoh gas of approximately 1000 British thomal units per cubic foot

shall be at least as efficient as the service which is now rendered in the use of

manufactured gas.

IT IS FURTHER ORDERED that when the North Shore Gas Company increases

the heating value of the gas distributed to its customers in the aforesaid comnuni-

tles to approximately 1000 British thermal units per cubic foot It shall cancel
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blio och't-duleo of raico for ^aaufacturad 333 new in e^iec; ac .•_•-•; forth in ..e^lr;.-;vjrT 7

exhibit No. 1, and shall "ile a schedule of rates as set forth in petitioner*a

Exhibits Jtfos. 2 and 2-A filsd herein, in such a zannor Q;J to ncke caid rates avail-

able to customers of petitioner in the aforesaid communities.

IT IS FURTHER CHLER2D that tha permission heroin granted flhall not go r.nto

e^fact until ouch tiiia as the Faderal Power Commission liao crc-.i-ood a perait to t :<9

Natural Gas Flpslina Company of America authorizing the furnishing of natural ;£•) to

pstitioner, en application in that behnlf having been filed by -otitionar with

Natural Gas Pipelina Jompany of Anerica on November 1, 19<L5, a copy of said applica-

tion having bsen rscoivad in evidence in this proceeding as positioner's Exhibit 10.

IT IS FOHOliZR c:tD.SRJED that the North Shore Gas Ccnpeny be, and it is hereby,

authorized, upon tha substituion of natural gas for nanufiucturad gas as aforesaid,

to discontinue tha operation of its coke oven plant and to amortize tho said plant,

but the manner and dotails of the said plan of amortization will b9 covered in a

subsequant order of this Comlsslon and Jurisdiction retained for that purpose.

IT IS FOR'IHER ORDERED that North Shore Gas Company notify the Coamission

in writing of the date on whioh the change to natural gas having a heating value of

approximately 1000 British thermal units per cubic foot is made in each of the cities

and Tillages hereinabove specified within five days of the date on ifaich ouch change

is affected*

IT IS JTJBTflSR ORDERS) that a certificate of convenience and necessity be,

and it is herafefv mated to the North Shore Gas Coopany to enlarge its present
¥distribution sXi*«B ty the construction, operation and maintenance of a twelve-inch

distribution main from a point just Southeast of the Town of Grays Lake, Lake County,

Illinois, from the pipe line of Natural Gas Pipeline Company of America, to run in

a general easterly direction through the petitioner's service territory, connecting

with existing gas mains running North and South, along tho routes described in

-7-



findings Nos. (S) and (10) above, said certificate oeicg granted upon the express

provision that authority or permission to use lands to be occupiod by the above

described oaias shall be secured from landowners and/or public authorities as required

by law.

The Comission expressly retains jurisdiction of tha subject matter and

parties for the purposo of taking such further action and issuing such further order

in the premises as may appear necessary or proper, Tith rospsct io the amortization

of tho coles ovea plant of the petitioner and with raepect to any other matters wfaero

further ac;ion of this Commission may at any tine appear appropriate.

ly orier of the CoEmiSBion at Springfield, Illinoio, tiito 8th day of

Jonuary, 1346.

(Signed) JOSEPH F. GOBBINS
Secretary

(SEAL)
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STATi 0? IL-IMOIS

:•_:::-:= :c::::r:~ :ci::i«s:r:-!

Ir. the ..att-~ o:' the Ap- 11 rat Ion )
of ::c?.::-: s-c-r :-AS co; L;:!Y for consent )
to and «p-rcvrl of ?r. A»V« pr.fr. t f-.- )
tl-.e Ssl« by "C"'- 5rr"?I 3AS CC:.:-A:!V of )
Itr Co/.-- Cvrr . Plr-r.t Lcc.itf5 ir. tjr C i t y )
cf "au/.p _-:•-., Il'.ir.sir, f.:-.f f-r :he )
Cc::eenr :c ?.-.' ^c^rovsl of the Sele and }
Cor.veyar.ie Provided for by the Said )
A;-;reenr-t. }

rr. June 25, 191*7, ''C??1-' SVCFT f-A3 CCMPAM" (here-

i . innf te r scr.*>*. ir.es rFfc;--c'" tc ;••« •':P " -Pti t ior .er" ) filed

t herein '••. tr. the Ccr.r:iFPlon itf ver i f ied r ; f- t i t ion -^raying

t hP r f i n for the consent and anTOval of the Conrdsfion to

the a5reer.?r.t datei Jure ~5, 1-,'-~ , a t tached to sairl peti t ion,

as peti t ioner 's Exhibit A, anc?. herr-inafter eonetlr.eo referred

to ae the "Agreement", entrrefi into between the petitioner and

'•'A'JKEOAN CCKI CCrFCF.ATIC::, a Zelavare corroraticn (herein-

after «ometir:.e6 reffrred to nc "f .-uyer"), an^ for the consent
*

and approval of the Co-.::is?ior. to the sale ancl conveyance

\^j provider; fcr therein, in accor.;ari:p "it:-, the tprr.f ar.r. pro-

vlsione of the Atreement, to the Fuyer by the petitioner,

^ . of the real ertste and other t)ro'5Prty conrrlsing its Coke

Cven Plant l--;atecl ir. '•%•' !>?;:=•-, I lir.";is (hereinafter sor.e-

tines referre-. to as the "Coke Oven Plant") ae nore fully

* "escribed ir. t'-e Agrrenent. A hearing '--ae duly authorized

by the Co.-.r.i«sicn t>.r. ' h^li ir. t'.l- r.atter on June 26, 19^7,



before a duly authorized Examiner of the Commission, at the

cflces cf the "c-nrissicn, at Chicago, Illlr.cls, at which

hearing the "j-titlcn-r oresented its evidence In suooort of

said oetitlon and the matter is now duly submitted to the

Commission for disposition.

Frcrr. the said petition and the evidence submitted

in suooort thereof, It aooesrs that:

1. The retiticner Is a corporation duly organized

and evlstlnsr under and by virtue of the laws of the State

cf Illinois and is a oublic utility within the meaning of

Section 10 of Article I of an Act entitled: "An Act Concern-

ing Public Utilities", as amended, new in force in the State

of Illinois, and! that the petitioner Is authorized by it»

Articles of Incorporation, as emended, to cwn, operate and

dieocse of the Coke Cven Plant.

">. The petitioner Is engaged, among other things, in

the manufacture (subject to the statements made below), dis-

tribution and sale of gas in various municipalities and

communities in Cook and Lake Counties in the State of Illinois.

By an Crder of this Commission entered on January S, 1946,

In Socket No. J3?54, ~stitior.pr v»e authorized inter alia

to change the tyne and nesting value of the gas furnished

by It by the furnishing of natural gas having a heating

value of aDcrcxlmately 1,0̂ 0 British Thermal units ~er cubic

foot in lieu cf manufactured gas having an average heating

value of aonroYimately 555 British Thermal units ner cubic

foot. The -otltlcner has completed the necessary installa-

tions for rendering of natural gas service; necessary

adjustments in customers' gas burning aoollances to enable



the' use of natural gas ir. such appliances are being n

thrcUi'hout the territory served by petitioner, at petitioner's

cost ar.i expense. It is estimated by _..etitlcr.er that the

r.al:lrc o:' such acT.jv.st--.ents will ';e substantially completed

on cr about ~:\l" 15, 1~~7. Petitioner Is now serving natural

3&s to about one-half its cvsTe::.e:*£ ; it is anticipated by

petitioner thrt its use of £as .manufactured r.t the Coke Over.

Plant will cc discontinued r.o later than the date of consunc-

".tior. of the s.-.ie.

3. In the above mentioned Order of the Conrlssion

entered on January 3, 19^-, the Conr.ission found inter alia,

as
;'(7) that the col:e over, plant of the 'petitioner

located in ".'auk eg an is not suitable for use ao a
stand-b;- reserve anc=. that the petitioner should be
avthorirci. to c.i£ continue the operation of the said
plant nt the tir-.r o:" the ch?.r.£e-over fror. manufactured
to r.rtur?.! tr.s, pni '-r.'.t.; respect to the ar.ortl-atio.n
of the Sf.il plant the Ccr.-:ission will issue its
further and supplenent^l order prescribing -i'.s r.ar.ner
and details of the s.?id rnortlsation; "

~. l.'.e cvi;-.cncr cho"c thr.t '.he lierth 3:iore C-r.s

Ccr.pany has r:â .e provision :'or n reserve or stand-by supply

of -jao, "oy constructing two plants for producing so-called

propane/air ias, these l̂ .vir.r n conblr.cf cr.p.icity o. ten

million cv.bic :':ct o:' ̂ as per day. In addition the existing

vater plar.t is being ccnverted to produce 10CO 3.T.U. fas.

1'r.f capacity of t:.is plant, so co.'.vrtr:. , is tvo r.illlon

cv'oic feet v.cr -•-;:. Holder capacity In the ar-.ount oV .our

nlllion cubic feet is now provided.

Time .-.'-asures provide .". rrscrvc- cr r.t arc:. -by

capacity of fclve r.illicn cubic :"eet cf hirh B.T.'J. ras

p. day, In addition to four million cubic feet of ^as in the



holders when they are filled.

T'-.c ;:rc.-?r.t r.aturr.l £as sup-l;- U obtained frcn

the ;!;-- li.-.e cf the "atural C-as ?ire Line Conpany of

Ar-.crica. T.-.ere is presently allocated to petitioner frora

the pipe lir.e 10,f;C:,c:0 cubic feat per day r:axiT.ur.'.. The

reserve r,r rt,:..-.!-':;•• capacities r.rs thus i." excess ci" ICC,^

of the quantifies of £.13 to be taher. fron the pipe line or.

s :r.?.::ir.v.:-. d«". This is also ar;:ro::ir-.a-:el:- the expected load

or. the sister. :'rr a p~;\l: c.a" c.urir:r, the cr.suir.;. v;inter.

Ir. -Vf.itior. to the fore>_;cinr- p^ov-sior.s, it appears

that 500 3.T.V. f.T.r; fron the operation of the Coke Cven Plant

trill be avail.-.Mc if neec.cd in j.r. cr.ergcr.cy, and this r;r.s

can be enriched, to bring it to 10CO 3.T.V. heating vc.lue

content. C-rs so o'ctainecl and enriched T.'ould howevor cost

fi\-e to sij: tir.rs ar. .-.uch ac s:r,vi.;-;ht natural ̂ ?s, 'nut it

r.ight ^e used in an emergency. To porr.-.it this, it is pro-

posed to leave in place a 15" connecting main and other

facilities, so th-t ';he ;.:•-.& cr.n ':e tr-.-.c.v.itted to "he -re-

sont "north station" of petitioner.

It therefore appears th.?.t the proposed sale of the

Col'.e Cve:-. Plr.r.- r.s hero propose-" "ill net interfere vith

the ability of ~'.:c petitioner to discharge its duties as a

public utility.

Z. The -?rt:.tlcr.^.- J.ejirfs to soil anJl ccr.vey to

3-.;ycr, ar.?. 3vyor .'.csires to ;-.urc/.aee and accuire fron peti-

tioner, the property constituting and corprisir.^- t:-.e Coke

Cvrn Flar.t, '.r.clvuir.-; the ro.il est'.te together with the

bulldlnfc, strv.sturrs, erections and constructions thereon,

and certain personal property, including machinery, tools
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and ecuipr.er.t, ar.f. oper.-.tir.£ -aterials and supplies, ail

.->.3 :?.ore full" set forth '.:: t..e A;;ree;-.C!Vt.

•--. The petitioner is ir.fornied that 3uyer is a Dela-

'•are dorpor-ition and proposes to use the Coke Over. Plant to

•-j«? acquirer, oy i: fr;.-. petitioner for the purpose cf r.-r.u-

facturir.,; co'.:e :'cr industrial purr OB es, and th.?.t 3uyer is

not a public utility vithin tl-.e neanlr.jv of Section 10 of

Article I o:1 '.r. Act •-•.:titl'?.: [l.\r. Act Cc.-.ccrnxr^ Public

Utilities", as ar:er.if.ed, and. r.ow in force in the State of

Illinois. Petitioner ar.c. Buyer are not "affiliated interests"

"ithin t'.-.e ".•rr.r.i.'.r. of Section :(a) cf s.?.i'. Act.

7. The sale'and conveyance provided for in the

Agreement £-.re r.ade su'oject to certain conditions precedent,

ir.clucLir.;, ?.::cr.r otu.o:- thlnrs, t'/.c r:-.trri:-..- of an ep-roprir.te

orcor of ccr.ser.t and approval of the r̂rcer.er.t, and of the

sale and conveyance provided for therein, by the Corjnission

ar.J. the o':tair.ir.£- of a release cf the property to be cold

frcs the lien of the Indenture mentioned below.

S. "he purcha.se price provided for in the Arree.-3C.it
•

is the sur. cf vc^O.OCC. The Arrof.cr.t also provides for the

proraticr. c:" "?.xes for the year 1>^7 and for the s?.le of

r.iscellaneoue products produced at the Coke Oven Plant at

the cost thereof.

". 7!-.c purchase \-.rice to ^e paid for the Coke Cver.

Plant p.r.d other property to be sold under the terr.s of the

Asrec-er.t •.•c;-ro?rr.ts the fair value thereof, on the date oT

the fllinr of the s?.i:. petition, c.ni said purchase price was

determined by arn's length bargaining and negotiation by
\

officers of • / f t l t ier .er ar.l represer.tatives of 3uyer.

- 5 -



1C. T'.-.e Coke Over. Pl-ir.t ig subject to the lien of

the Inder.ture .".?.t;d Tece-'-cr 1, l;ti cT petitioner to

Continental Illinois "ational Sank and Trv.st Conpar.y of

Chicago, as Trustee, and the sale and conveyance provided

f~r ':y the .-.£rce:.-.£r.t arc subject to the cor.diticr. precedent

thr.t the Co.-.rrr.y 3'.-ill have obtained the release of the Coke

Oven Plant ani other property to be Bold and conveyed under

the ';crr.c of the Ar;ree:".e::t, fror. the lien of said Indenture

pursu-r.t to t::e rrovisions thereof. Petitioner proposes, in
1

connection --ith securing said release, to deposit vS50,000

••itr. sr.i:. Tv.;rtcc, ;:ursur.r.t to and in r-cccrcance Ki';.-4 the

i, terr.s ar.c. prc-isicnc of sair. Indenture.

> 11. The petitioner cannot at this tir.e present to

the Co--.::iiElo.-. a -l?n of inortization o" the Coke Cver. Plant,

ancl has rcr:v-rctef. the Corr.ission to retain jurisdiction

with respect to the manner and details of the plan of*
anortlration thereof.

The Cormisslon having considered the said verified

petition tint". t!:e erlience presented in svpport thereof and

being fully arvise:. i:-. the pre...ises, is of the opinion e.nd

finds tiv.t:

i (1} The Ce.-.r'lssion I'AS Jurisdiction of petitioner
r.r.d of ths sv.'9jcct-r.?.̂ tcr of s--id verified petition.

(2) Tl.c recitals of fact hcreina'^ove set forth
in this Crier are supported by the evidence introduced
in the record herein.

* (J) The consent and £-.-;::-oval of the Co.T.r.i.=sion
shoulf. rrr.ser.vVsly or -.r̂ ntr:". to t.'.c Aii'e«::.ent in -.::d
to r.r.cl cf th.e sale anc conveyance therein provided by
the petitioner to the Suyer, in accordance :/ith the
terr.s and provisions of the Agreement.
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(4) 7/.e Jurisdiction of the C omission should be
retr.ir.e~ yith res-sect ~o tv.e manner ar.d details of the
plan c:~ ,-.:-. crtiip.t lor. of petitioner vith respect to the
Cohe Cvcr. Pl-r.t.

(5< The prayer of said verified petition nay
reasonably be granted and the public will be conver.lenced
thereby.

II IS 7.:i?.I~C?£ ?~.Il~.II by t .e Illincis Cor.r.erce

Corr:iseior. r.~ follows:

(A) Tĥ .t the consent, approval and authorization of

the Co".:".ission ':e jf.nd t,he SOT.? ».rr hereby .vro.nted

to 'he A;ree;.ier.t .

(3) That the consent, approval and authorisation of

t.'.c Co'.'-.-.lsslon '̂ o ?.;-.c. 'he scr.e Arn hereb" r.-ranted

to "orth Shore &as Co::.par.y to sell ar.c. convey said

Coke Over. Plant as described in the Arreener.t to

V.'av.he£ar. Cohe Corporation for the cor.sidpration of

(C) That the consent, â -.:rovr.l and authorization of

the Commission ce ?.nc' the ŝ r.e are hereby "ranted

to "orth Shore C-as Cor.par.y to convey and transfer

said Coke Cven Plant and other property to be sold

ar.i ccrveye-'. as •'.escribed, ir., :-.nr. in accordance

"it:: t.-.c ter::o and provisions of, the Agreement

to V/aulccnan Coke Corporation, by executing, acknow-

lc ".,.!:•.;. ?..:(. f.eliverlns to sric. corporatic;- such

J.CGC". or acef.s o:' conveyance, Jill or bills of sale

and other instrument or instrur.ento of transfer or

c..--l-_:r.rr;-.t an r.-.y ':e arvroprir.te, -.rcper or c'esir-



ir IS r.'RTHER CHTZHT3 that the .jurisdiction of the

Ccr.:.-.ission lc hei-g'cy retained "ith respect to the manner and

details sf the ;-l.?.r. of a.-crtl:atlor. as to said Coke Oven Plant.

ir IS rVRTHIH CHTEHZD that I.'orth S.'iore Gas Company

'os .?:-.-. :-.crc'.:-- Ls ".ut/.orizc?. to execute nil ir.sti-ir.cr.ts and

to f/erfcrr: ".11 acts r.eoes;ary to G*ve sfi'ect to the grayer

contained in saicl vei'lfiec1. petition of liorth Shore C-as Company

fil?d ir. t:-.:.s rr.attor en Jv.ne Z*>, ir^7, and th-.t all of said

ir.8trur.er.to rr.rl -ill of s'.d acts ai'e hereby consented to,

approved and p.v.thorlzed.

3y orc'er of the C^r.-issicr. at Chicago, Illinois,

t:-.i6 2oth c.-y =:' June, 19-7.

jcszr:-: ?. &"33i::s
Secretary

(SEAL)

- 8 -



5TAI2 0? ILLINOIS

JLLKOIS COSiESCE COiMISSIOn

In the matter of tho application of
North Sliora Gas Corpany for an ardor
authorising changes in the type and
haating value of gas distributed in
various cities and villages ':.n Cook
and LaJ-o countiss, Illinois, th3
apprcvc.l of revised Eat 3 Scl;e&il2S,
and authorizing toe atCEdcnzrnt or
cck3 plaat opcraticn and y.-JocTsry cf
the -uzdejrocialed c-oct of r̂.i3
en -i plan ox* asjrcî tiori ŝ î
faturs earain̂ s.,

CjTTIJICATS C? C5H73SIENCE AND I'JSCESSITI

;THE!?SAS, the Noi-tli Shore Gas Coapany, hereinafter referred to as the

pstitionsr. is a corporation duly organic3d and existing under the lays of the

State of Illinois end is engaged, arwng other things, with charter powers so to

do, in the business of distributing and selling gas to the public in various

aunicipalities and places in the State of Illinois, and as such is a public

utility, subject to the jurisdiction of this CommiEsion; and

"HZESAS, the said petitioner has cade application to this Commission

for a cartificate of convenience and necessity to construct, operate and maintain

certain extensions of its gas distribution facilities and to transact a gas public

utility business in connection therewith, as hereafter more particularly described;

and

WHEREAS, this Concussion by order duly entered in the above entitled

caus« has authorized the issuance of a certificate of convenience and necessity

for (1) the construction, operation and maintenance of a twelve-inch gas distri-

bution zain to run in a general easterly direction through petitioner's service

territory connecting with existing gas mains of petitioner running north and
south, and to construct such distribution main along the route general described
as follows:



Ccrraccics en t'~3 sov.ij sicls cf tho uniqprcvad rccd
cs ?3tarco;i ~jed it approrcioatoly the northrcst corner of
the sout';™.'-sst quartsr of Section 7, Tô chip iJi irorth,
Range 11, East of tlis Third Principal taridian, County of
Lake, State of Illinois, and e;rtending eastsardiy approxi-
cately 3jl60 feat on said Fotsrson Road right-of-r/ay through
the aboveasnticned Section 7, Township hk Horth, Hange 11,
East of tha Third Principal Ilsridian, to the intersection
of Psterson Road TTith Milwaukee Head (State Route 21),
thenco continuing castmrdly approximately 8,700 feet along
south sid3 of said ItLl̂ auiee Soad right-of-way to the inier-
sscticn of liilrrauhea ?koad "iih State Route 63 and Bucklsy
Road (State Houto 20). chance cast:rardly approximately
19,k7$ feat en tha South sido of Buckley Poed riglit-of-ray
to the intersection o.' Eucklsy Hoad with Teiesraph ?.oad
(Stats P.outs i»2-A), thsnca approximately 8,275 feat on the
South sice of Buckley Head right-of-way to the intersection
of Ducklcy Scad and Gresn Bay and Downey Scads, said intsr-
sscticn luown as ̂ ive Points, and thence eastrardly approxi-
mately 5,000 feot en Dcrmcy Road to Sheridan Road (State
Route Jj2) in the J'orth JTest Quarter of Section 9, Toisnsiip
IM ?.Torfch, Eange 12, Uast cf tii3 Third Principal Iferidian;

and since it cay be nsccssarj for petitioner to use an alternate route in placo

of a portion of the stove routs, tha above route and the alternate route having

been approved by tha Stats Highray Department and the use of an alternate route

being dependent upon certain iicprovsrants to be cade by the State of Illinois

Highway Departaent, said alternate route to conform with the above described

route only to the point csntioned on Buckloy Soad at the intersection of Telegraph

Road (State Route b2A) Northeast quarter of Section 12, Township bk North,

Range 11, East of the Third Principal Meridian, from which point the alternate

plan is as follows:

to extend southwardly approximately 12,7CO feet on Telegraph
Road to the intersection of flockland Road in the North Vest
Quarter of Section 19, Township Jilt North, Range 12, East of
the Third Principal Meridian, and to extend north from above-
mentioned point at Buckley Head and Telegraph Road one mile
plus or sinus on Telegraph Road and thence eastwardly through
part of Section 1, Township hk North, Range 11, East of the
Third Principal Meridian, through Sections 6, 5, and k,
Township lih North, Range 12, East of the Third Principal
Meridian, into the City of North Chicago;

said route and att ernate route being dssignated on the plat received in evidence

as petitioner's Exhibit 9', and (2) the transaction of the business of furnishing

natural gas to the public along the route of the aforesaid gas main; HOW THEREFORE



IT 13 "̂-13! CJIETiriED tiat public convenience ar.d r^c^sslt" require
J;i:3 ccr.ctruction, operation eud ^aintsnarcs of tha gaa distribution linss cr.d

facilitias and t :e transaction of a natural ŝ public utility business, all

as ;:-•-• 3inbefore described.

THIS C'iRrilTICATE is issued by tlio Illinois Connerce Corsission to the

aforesaid petitioner pursuant to tho provisiors o£ Section 55 of "An Act concorn-

in.g public utili'jirs", £̂  azcnccd, and by -/irtue of an order of this Connie:3ion

hcreir.befors rofarrad to Ciid duly antcrcd in this cause en this 2th day of

January, 191̂ 6, cad subject to the tor^s and conditions of the said order *

JOSEPH F. GUBBII3 (Signed)

Secretary
SEAL
ILLINOIS COaiERCS CK3OSSION



Exhibit J

FNOV ALL MEN 3Y mHESE "RESENTS; That the

unders' me1* Tor":1-. Shore nis Ccmoany, fln Tll<ro's

corporation, for and in consideration of One ($1.00)

Dollar and other valuable considerations to It in hand

rai1?, rece'rt vhereof •'a herehv °,rkno--'ledped, ^oes

hereby sell, assign, transfer and set over unto

Vauketran Coke Corrjorat?on, a Delaware corDorat'on, all

the undersigned's r'rht, tl^le, ar.d 4^^erest -*n and to

'•he (roods and chattels described in Exhibit ''A" attached

hereto and made a oart hereof.

•"o have and hold, all and s'neular, the said

coods find chattels to the said Vfaukeean Coke Coraoration

and its assigns forever.

The unders'ened warrants "-he*- it has due and

lawful authority to convey to Vaukestan Coke Corporation

all the aforesaid poods and chattels and that *he same

are free and cle«r o^ all I1ens snd encumbrances of

every k'nd-, name an^ d-esc^'nt'on whatsoever, and the

title hereby conveyed the undersigned shall forever

warrant and defend.

IN VTT«TJ:SS VP^S^O?, '•he undersigned has caused

this instrument to be executed by <ts ''res*dent, and its

corncrake seal to be hereunto aff'xed by <ts Secretary

th's 9th day of J-ily, A.D. 1Q^7.

NORTH SHORE GAS CONPANY

°y A. V. Conover Xs/____
A""mEST:

C, J. Mui
SgirerarvfSeal)



) S3
COUNTY OP LAKE )

On th's °*^ J?.v o*1 July l^"7, before me

appeared A. '•'. Oonover, to me nersonally Vnovn, who

be?nj? by me duly svorn, cMd aav <:hat he ' s the

P^esicent o" Mcr".h S^ore C-is Comrony, ?nr? the.' *he

seal affixed to the vlth'n '.nstrumen4- '3 the corporate

seal of said corooratlon, and that said 'instrument vas

s'^nec* ^r"1 s"^le^ or, behsT." of 39'J icrror'3.t''or; by

author't" o" lks Board of DJrec*ors, and said A. V.

Conover acknowledged sa'd Instrument to be the free

acf -id ''•<?<*<* of s".'d coroorp.t'on.

J. R. Hess /s/_____
Notary ^ubllc, Lake County, Tll'nol.s

Mv Comm'33'.on 'Exo'res Nov.



STATE Op T T 7 T V O T 3 )
j SS

COUNTY OF LAKE )

'"he '_:n. <? ? r s' pner' ' J?t^osf?3 ip^ se.vs *h>9*' he

••3 '•he 0 ~9s ' r t en t or Morth Shore Gas Company, *-he

vender r.«ime'J| In the w ' th^n B'll of Sale; tha* he

hss Vn?"le / i? (? o" ''he f a r * ? , n n f ° '•I-D*- 4-vo cons'1 ̂ era-

t-'cr. "rr -.ue sawft UPS actual arr? at?eauate, ant^ that

the same was a' "en 4n arood fai th for the. ourpose

ne^f> '* - i ^<i*- **ort^*. -3p^ not ^rlv*""! ^0''"* ^eci ' r '^y or* for

th* r".-"^n3e o*" -;ef r n u d ' P H crec^tors or sMbsecuent

purchasers.

"resident

Subscriber! and svorn to before me
t h^s Q"h ^iv of Julv, 1QU7.

______.T. P. Hess xs/________
No*arv 'ubl'c, Lake Countv , 111'no1s

Mv Comm'33 'on Exn<res Nov. 4,



EXHIBIT A - Page 1 of 3 Bases

Boiler _and Boiler Plant Equipment:
2 - 511 HP Helnie Boilers with Cox Stokers and auxiliary

equipment
1 - Air Compressor
2 - Seller Feed Punps
2 - Electric P'xnps )
1 - 3-as Engine Pump ) In Power Plant for
1 - Steam Turbine Fire Pump ) Water Supply System

Electric Power Equipment;
2 - 750 KVA Allia Chalmers Generators and auxiliary equipment
1 - Tur'oo Exciter
1 - Switchboard and 3-ear

Transmlesion Equipment and Sub-Station

Coke Ovens;
31 - Koppers complete ovens with auxiliary equipment

Pusher - Larry Car - Quenching Car - Door Machine
Collector Mains

producer Plant Equipment;
1-10" Koppers 3as Producer and auxiliary equipment

Coal Handling Equipment;
1 - Pennsylvania Crusher
4 - Mixing Machines .
1 - Sauerman 7 yard Drag Line Syetem complete
1 - Mead-Morrlson Fast Unloader (On Coal Deck)

Coke Handling Equipment;
3 - Oyrax Screens
1 - Qyrex Rescreen
1 - Buckwheat Vibrex Screen
1 - Cqks Crusher
1 - Car Loader and Loading Booa
1 - Set Calcium Chloride Storage and Mixing Tanks and

Spraying Apparatus

Purification Equipment;
1 - Liquid Jae Purifier System

By-Produets Equipment;
2 - Saturators
8 - P and A1•
1 - NH3 Still
2 - Exhausters
3 - 3aa Coolers
1 - Napthalene Scrubber
5 - Tanks
1 - Tar Decanter
1 - Conveyer

Automobile Equipment;
1 - 1940 Plymouth, 2-2cor Sedan, Factory No. 1421B12,

Znslne No. P9-248161



EXHIBIT A - Page 2

Machine Shoo Equipment:
2 - Lathes
1 - Radial Drill
1 - Shaper
1 - Srl-.der
1 - Saw

Laboratory Equipment;
4 - Laboratory Balances

Dlstellatlon Rack with Cooling Trough and Bunson
Burners

1 - Burette Table
Supply of Glassware (Laboratory)

2 - Electric Muffles )
1 - Sas Hot Plate ) In three section hood
1 - &as Distillation Equipment)
1 - Water Still

Laboratory Benches
1 - Two Section Hood
4 - Portable Gas Meters
2 - Electric Drying Ovens
1 - Compressor Machine
1 - Orsat Apparatus
1 - Junkers Calorimeter
1 - Bomb Calorimeter
1 - Ash Fusion Furnace

Stock of Laboratory Supplies

Miscellaneous Equipment;
Surveying Instrunents: Transit and Level
Truck Scale, 75 Ton, Falrb»n'cs Morse
Truck Seals, ?0 Ton, Fairbanks Morse
2 - Caterpillar, 15-ton Cranes
9 - Hopper Cars
2 - Yard Locomotives
2 - Reclaim Car*
2 - Yard Screens
5 - Portable Conveyors
1 - Car Unloader

Service Building Equipment;
62 - Single Lockers
6 - Banks, each Double Lockers
12 - Benches
2 - Circular V.'ash Stands
4 - Shower Unit*

Johnson Motor Steam Line;
Overhead



EXHIBIT A - PAGE 3

OFFICE FURNITURE ANT EQUIPMENT

General Office Building

1 Burroughs Hand Operated Adding Machine - Serial No. 8-1136839
1 Burroughs Hand Operated Adding Machine - Serial No. A-576777
1 Burroughs Hand Operated Adding Machine on Stand -

Serial No. 4-1229569
1 Monroe Calculator Electric Operated Serial No. KA161-86557
1 Underwood Typewriter Standard Model No. 3 Serial No. 771050-11
1 Remington St'-ind«ird Typewriter Model No. 16 Serial No. Z438002
1 Remington Standard Typewriter Serial No. 5050
1 Office Safe (Combination) Standard type - Remington
10 Four drawer steel Filing Cabinets
1-18 drawer steel Filing Cabinet (card)
2 Desks, Typewriter
5 Desks, Standard Flat top
3 Tables, long, one with glass top
5 Arm Chairs, round back, dark,
6 Chairs, swivel, Z dark, 3 light
7 Chairs, straight back, light
9 Steel Lockers (wash room)
2 Wooden Benches, reception room
37 Steel, padded, folding chairs
23 3t«el, 3 section, file bins
1 30*11 Steel Cabinet, key lock, (in vad.lt) 2 door
1 Four Section bookcase wooden base and top
1 Two Section bookcase wooden base and top

Laboratory Office Equipment
2 Tables, office, one with two drawers and glass top
1 Desk, standard, flat top
2 Three Section, 4 door, wooden base and top, Cabinets
1 Swivel Chair
3 Straight Back Chairs
2 Book Cases, 3 section, glass door wooden top and base
1 Pour Drawer steel Filing Cabinet
2 Five Brawer Steel Filing Cabinets
1 Five Section, tor; ok case, wooden top and base, glass doors

Scale House
1 Swivel Chair
1 Straight back Chair



WARRANTY DEED

THIS INDENTURE WITNESSED, thet the Grantor, NORTH

SKCP-Z GAS COMPANY, an Illinois Corooretlon, having Ite

principal office at 209 Madison Street, Waukegan, Illinois,

for tu.e consideration of One Dollar (&1.0P) and other good

and valuable conalieratVon, end pursuant to authority given

by the Board of Directors of said corporation, under a reso-

lution thereof adopted June 25, 194", CONVEYS and WARRANTS

unto WAUK~GAN CCKE CCRPCRATICLT, a Delaware corporation,

duly authorized to do business in the State of Illinois,

the following described Real Estate, tc-wlt:

Commencing at the South West corner of the North West
quarter of Section 22, Township 45 North, Range 12
East of the 3rd ?. M., Waukegan Townehlp Lake County,
Illinois; thence North Easterly, making a North East
angle of 39 degrees and 29 minutes with the East and
West center line of said Section ?!?, to a tsolnt on
the North line of City Street, 66 feet from, meaaured
at right angles, the East and 'Vest center line of
said Section 22; thence East with and along the North
line of aald City Street, parallel to the East and
West center line of said Section 2?, 585.37 feet to
a point on the North Westerly line of Harbor Street;
thence North Easterly, with anr1 alona: said North
Westerly line of Harbor Street ejid meVlng a North
Easterly angle of 75 degrees, 1? minutes end 10
seconds with last described course extended East
119.43 feet to a point; thence East, oarallel to
and 181.47 feet from, measured «t rl?ht angles, the
said center line of Section 2?., 373.31 feet to a
ooint; thence North Easterly, making a North Easterly
an«rle of 50 degrees, 1 minute and 15 seconds with
last described course extended East 417.44 feet to
the point of beginning: thence East oarallel to, and
543.05 feet from, measured at rlerht angles, the said
center line of Section P°, enfl making a South Easterly
anzle of 119 degrees, 58 minutes and 45 seconds with
last described course, 1389.49 feet, oore or less,
to a point on the shore line of Lake Michigan, (this
course to be known as the first course); thence North
Westerly, with and along said shore line to an inter-
section with a line running i)pr»llel with and 1420
feet North of, measured at right angles, the South



line of the property hereby conveyed, being the said
first course, (this course along said shore line to
be knovn PS the second course), ssld shore line being
pooroxlrptelv PF follows, running Northerly pnd making
a North Werterl- pn.?l« o*1 «fl decrees and 55 minutes
'•'ith sci? first course, 17?. 15 feet to a rolnt; thence
North Easterly, continuing along said shore line and
making a North Easterly angle of 4 degrees 59 minutes
and 15 seconds with last described course extended
Northerly 675.5 feet to a point; thence continuing
North Easterly, with ?r.d pioru- spid shore line end
aakln.7 a North Easterly angle o* 4 degrees, 5? min-
utes end 45 seconds with Ipst described course ex-
tended Northerly, 573.67 feet to a point, (end of
description of shore line); thence West, 1P50.39
feet to ? point, (this course to be Vnown as the
third course), the lest described course also being
uprallel to pnd 1-120 feet North of, measured at
right pnslee, the South line of r>rot>erty herein des-
cribed; thence South Westerly, making a South East-
erly pnffle of 100 degrees 31 minutes end 3~ seconds
™< th Last described course, (belnor t'*e said third
course), 14?̂ .? feet to P noint, (this course to be
>n^wn PS the fourtu course); V\ence contlnulnc Soutn
'.Teetprlv pnd making a Sout'- Westerly angle of 19
degrees, ?7 minutes and 9 seconds wi.th last described
course extended Southerly (belnsr the fourth course),
l?.o,̂  feet to the oolnt of besrlnnir.^, (this course
to be Vnown PS the fifth course), together "1th all
accretions tvereto »nd the rloarlnn rights appurtenant
thereto, but subject to any rlffht, title and intprest
of the Elgin, Jollet and Eastern Railway Coiroany In
and to the steel rails, ties and switches and other
metarlals of the railroad track uoon said ^remises,
•n<5 to~Pther with pn easement :"cr t>-e ournoees of
Ingress and egress between the property described
herein and the nubile streets of the City of Wauk«gan
granted by the Elgin, Jollet and Eastern Hallway
Company In the deed dated March 14, 1927 and recorded
March 13, 19P7, In Book 252 of Deeds, page 610, as
Document P95717, in the Office of Recorder of Deeds
of Lake County, Illinois, end together with the build-
ings, structures, erections and constructions on the
above described real estate, and Pll and singular the
tenements, hereditaments and appurtenances thereto
belonginar or In any way ppoertPlning, situated In the
City cf W»u>egan, County of La^* and. State of Illinois.

The foregoing tract Is conveyed subject to ereneral
taxes for the year 1947 and thereafter and to toning and build-
ing ordinances, the existing channel pcross said premises,
and to all the terms, conditions and covenants contained in
the certain deed of Eli?in, Jollet pnd Eastern Railroad
Conroanv dpted Mprch 14, 1997 (recorded March 1«, 19?7 <n
the Office cf t'̂ e Recorder of Deeds of La>e County, Illinois



In Book 2S2 of Deeds, oege 610, PS Document 295717), con-
veying sale: oremises to Wllllera A. Bpehr, the obligation*
thereof t'-.e Nor th Shore Coke i Che.-icpl Corropny (P Delaware
coroorat lon) , assumed es grantee in the certain deed of
the said 'nills.-n A. Baehr and Mabel S. Baehr, hla wi fe ,
dated March 14, 19?7, (recorded March 13, 1927 In the Office
of the Recorder of Deed's of Lake County, Illinois In Book
?6? of Dee^s , npere 508, as Doc. ?95716) es modif ied or
dischargee" bv (i) p ce r tp in deed fro- cpld co rpo ra t i on to
t'-e Clt" of Vpu>ei-er. , I l l inois, ?a ted October 27, 19?7
(recorded A-jrll 2?, 1929 In the Cff i . ce o' the Recorder of
Deeds of Lake County , Illinois, In BooV *35 of Deeds,
ops-e 58" PS Doc. 3.15250) cor.vevinz P Ptrln of land 100
fe-»t • 'n '•'Ic'.t1- SC'-DSB spic1 TDrooert": ( '!) » cer tp 'n deed
f roT tve C l t v of Vpu ' - e rpn , I l l ino i s , to -"Pi:1 corr iorPtion,
dp ted Julv .'0, 1933, ( r ?co" fed July 31, 19.̂ 5 In tue Off ice
of the Recorder of Deeds of L&e County, Illinois In Book
413 of Deeds, rjasre ?77 as Doc. 415306) reconveylne the
spld strip of Ipnd 100 feet in vldth to the Coke Conroany,
pnd ( i l l ) o certp 'r . deed from =pld crrnorotlon to the City
of 'Vruveir°n , I l l inois, <?» ted Julv *\ , 1935 (recorded
Aurust *> , 19*5 In t1"0 Of 'ice of the Recorder of Deeds of
Lpke County , Illinois In Book 413 of Deeds, npge ?8Q as
Doc. 41533?) conveying a peroetual epsement to the City of
Waukegan to maintain an<? use a roadway on and plone a strlo
o:' l^nc" 50 feet In width across the PDOVC described T>remi8ee.

IN '•'ITNZSS 'v^HIHECF, saia Grpntor has cpused Its
corr»orpte seal to be hereto affixed, pnd has caused Its
name to be signed to these presents by Its President , and
attested by Its Secretary, this 20th day of June, A.D. 1947.

NORTH SHCHE C-A3 CCXPAJ'Y, an Illinois
Corporation

BY ______ A. V. Conover /a/ __________
President

ATTEST:

_______C. J. Mulhollar.a_______
Secretary

STATE CF ILLIKCIS )
)SS.

CCUNTY OF LAKE )

I, the undersigned, a Notary Public In and. for eald
County In tue StPte aforesaid, DC '̂ ERIBY CERTIFY that
A. tf. CCNOVER nrrsonplly known io rr.e to be the Prenlr'ent
of the North Shore Gas Company, an Illinois corporation,
and C. J. KULMCLLAND personally known to ire to be the
Secretcry of said corooretlon, and oersonally known to me
to be the same persons whose names are subscribed to the

-o-



foregoing Ins t rument , pspeered before me this day In
oeraon pr.ci eevcrslly acknowledged t h p t se such President
end Secretary, 'hey Flsr.ed er.<?. de l ivered the 6P13 Instru-.
rr.er.t P.? Fresi-'er.t end Secretery cf 6Pid coroorptlon, and
cpuse? "he ccroorpte aeel of said corporation to be affixed
thereto, oureuent to puthorlty, grlven by the Boerd of
Elreotors of R f i ? ccrnorp' lon PS their free and voluntary
p.ct, pr.S PP the f ree ?nc? volunt?rv pet and deed of esld
corrjoret lor., f:r t'-e uses pn5 our-ooeee therein set for th .

il'.TM under my hand end Noterisl SSP! this 28th day
of June, A .D . 1947.

Notary Public.



CHEVROLET-CENTRAL OFFICE
DIVISION OF GENERAL MOTORS CORPORATION

DETROIT. 2. MICHIGAN

G E N E R A L Morons BUILDING

August 19, 19U8

Exhibit K

North Shore Gaa Company
Waukegan, Illinois

Attention* Mr. C. J. Mulholland
Secretary - Treasurer

Gentlement

Enclosed is our check in the amount of $5,666.29
representing a refund due your Company on your
payment of $18,660.32 for your portion of the Wau-
kegan, Illinois taxes for the first six months of
the year.

This is in accordance with the request contained
in your letter of July 26 addressed to the Chevrolet
Saginaw Grey Iron Foundry, ffaukegan, Illinois, to
the attention of Mr. Rudolph*

Yours Tary truly,

H, H. Qeist
Insurance & Tax Dept.

HHOtdn
eno.

cot Mr. L. Rudolph
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SHORE Oat COMPANY

Waukegan, Illinois

February 3, 19liS

Jr. "Teruy :<• 'logan, General Counsel
General ids tors Corporation
General ifotors Building
30Uii tfeet "rand Doulevard
Detroit 2,

Dear 'Jr.

I wish to acknowledge with thanka ;(xjur kind letter of February 2,
replying to ny letter of January 16", addressed to Mr. R. 5. Hisanut,
Con?3troller of General yotojro Corpormtion.

lettar to Sir. Haatond deair«d a conflraation aa to a diridend
refund du« for an apparent oTer-pajamt of real estate and peraonal property
taxea in the conjunction of the sale of the Xorth Shore Gas Coapais/'s ooke
oven plant to Wazikegan Coke Corporation as of July lf 19li7.

!Te appreciate jour rery Iclnri consideration of our reqoert, and
your recognisance of the fact that if the tax Mils sx&sdtted for 19U7 on
the property referred to above are lover than the tax Mil* on the propertiei
for l°i^>> so that the sscunt contributed toward 191.7 taxes by Sorth Shore
Gas Coc^any should be in excess of one-half of the actual 19 kl taxes, a
refund would be aade to Worth Shore Gas Cospany.

By the ssae token, if the actual tar Mil, for 191,7 «hoold be in
of the 19i*6 tsx on the properties in question, so that the contribu-

tion aade by forth Shore Oes CoBpery should prove to be less then one—half
of the 1?U7 setosl tansit •oorth Shore Oas Cospeny will stand reedy te
redjsburse Oenstrml Ibtozv Corporetion for the dif f«

Tsay tmljr yours,

C. J. Isilhcllend,
See'y.-l



February 3,

Mr. Henry X* Hofan, General Couneel
General Motor* Corporation
Qenaral Matore Building
30iilt Woot Grand Boulevard
Detroit 2, Michigan

Dear Mr.

I wi*h to aeknovladc* with thanks 7007 klad letter of r«tt UM/ 2,
to ^ letter of Jtanarjr I6f addT«M«d to Ifr. X. B.

Coptroller of 0«n«r«l Motor* Corporation*

B» IrtUr to 1ft-. anMood dovlJt̂ d a oonflzmtlon a» to • <tlTt<i»nrt
r%fttnd duo for an •pporoBt owr~sMQrHOBk of roaX eo

la 'tjr* OODBXOHB%IOB of t^v >aXo tf *̂ i* VcMrth
plant to Wankogoa Cote OorparaticM av of Jfcly

of tfrr f»ff% the* if ibo t^r fcfp* aokfloVt&oa' for

for 1£»6» ao that tko ooaonfc oeoUauled luoajii U47 taaooa or 1
ahoald bo im OKOOOO of ftm half of too ootoal 1W
bo aedo to>

if
of tho 19* tac om to*

C. A,



G E N E R A L M O T O R S C O R P O R A T I O N
G E N E R A L M O T O R S B U I L D I N G

3 0 4 4 W E S T G R A N D B O U L E V A R D

D E T R O I T 2 , M I C H I G A N

February 2, 194S

North Shore Gas Company
Waukegan, Illinois

Attention: Mr. C. J. Mulholland, Sec»y.-Treasurer

Dear Sir:

This will acknowledge receipt of your letter
of January 16, 1948, addressed to the attention of Mr. R. E.
Hammond, Comptroller, General Motors Corporation.

You advise that Messrs. Arthur Young & Com-
pany are now engaged in making the annual audit of your books
and records for the North Shore Gas Company for the year
ending December 31, 1947, and desire confirmation as to a divi-
dend refund due for an apparent,overpayment of real estate and
personal property taxes in the consummation of the sale of the
North Shore Gas Company Coke Plant to Waukegan Coke Corpora-
tion as of July 1, 1947.

While it may be observed that from a techni-
cal interpretation of the Agreement between North Shore Gas
Company and tfaukegan Coke Corporation dated June 25, 1947,
there would be no obligation to make an adjustment of 1947
taxes, w« recognize the intent of the parties at that time
was to mka an adjustment at a later date if the adjustment
based on 1946 taxes proved to be out of line.

Accordingly, if the tax bill submitted for
the year 1947 is lower than the tax bill on the properties
for 1946 so that the amount contributed towards 1947 taxes
by North Shore Gaa Company should be in excess of one-half



Mr. C. J. Mulholland
February 2, 1948
Page Two

of the actual 1947 taxes, a refund will be made to North ShoreGas Company.

By the same token, however, if the actual
tax bill for 1947 should be in excess of the 1946 tax on the
properties so that the contribution made by North Shore Gas
Company should prove to be less than one-half of the 1947
actual taxes, North Shore Gas Company will reimburse us forthe difference.

The above reflects our understanding of
the Agreement between parties and we will be judged accord-
ingly. If this is not in line with your understanding,kindly advise us immediately.

Very truly yours,

LHB:ms

cc: Arthur Young & Company
1 North LaSalle Street
Chicago 2, Illinois



G E N E R A L M O T O R S C O R P O R A T I O N
G E N E R A L M O T O R S B U I L D I N G

3 0 4 . W E S T G R A N D B O C L E V * R D

D E T R O I T 2 , M I C H I G A N

January 20,

Waukegan, Illinois

Sirt

This will acknowledge receipt of your letter of
January 16, I°lt6 relatire to property tax adjustment on
the sale of your Waukegan Coke Plant to the Waukegan Coke
Corporation. Tour letter has been referred to our attorney
who handled the transaction and he will write you on thematter.

Tours *ery truly,

A. Sarason
Aasistant Controller

JiS/et

17
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IftOI 2.

thl* MtMjiUim oar proportion, of tho 1$»7 t« bill
foilOVBt

$2*70,700 at rato of fl.8* or $ 8,707.9*
Baal oo-Uto . TalMtio* 726,120 *t roto of 1.8$ «

ODO half of thl* uoxmt for tho first six •oath* of 19«7
Prortotuly p«ld to 70*
Tootatiro

Wo would bo flod to hero jnov rorlor tlM Mttor «t
our «Dditort diroot M to vhothor thia n» of $7,571.23 MIT bo

•idorod M approziMtoly tho owont tho* mL&\ bo roftmdoA to w,
of oovroo to tho rooolpt of tho aotaol tec bill* tho* win not bo fltatttod
for •ovorol jooatho.

la ••jiioiilini from 700 ot thic tbot vill bo frootl/
toward tho ond that wo MJT aako ooao propor ontrlw to rofloot tho itatos
of thl* portloalar itom la tho owroat roar«o (19«7)

Tour uoui-tooj la tho wattor will



M'L^ON M COMCM

^OHN • »oa<N*OM

jOMN M CLANK

M _ MC NCiLL
^AME» e . tV(M»

PAM.HURD& REICHMANN
M> SOUTH ^ s*u.e STREET

CHICAOO 4

September 4, 1947

Mr. C.J.Mulholland, Secy.-Treas.
North Shore Gas Company
209 Madison Avenue
Waukegan, Illinois

Dear Joe:

I have received an Inquiry from Mr. Donahue
of General Motors Co. calling my attention to the fact
that with respect to the sale of the cofce oven plant,
the 1947 taxes were not prorated as It was decided to
await receipt of the actual bill.

I was not aware of the situation and therefore
wish to check on the matter with you before replying.
I am wondering whether Mr. Donahue Is referring to the
tax bills which you will not receive until after Janu-
ary 1, 1948.

I will delay replying to Mr. Donahue until I
hear from you.

Very truly yours,

PAM, KURD & REICHMANN

CHU:rkc
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NORTH SHORE Go* COMPANY

Illinois

Fobruory 17, 191*7

Exhibi t L
To tho Vfcyor and City Counoil of
Tho City of •aukogon

IllinoUl

I

Oontloaoni

•^ Whan tha North Shoro Oao Coopaoy obtalood authority to
oourort to natural gao and know that tho North Shoro Cote and

IT plant would bo aboadonod it dooidod to giro to tha City of
i] I ao a gooturo of good will tho land lying gaotorly of tho fonor Berth
'~y Shoro Cote and Chooadal Coopany ^tfpoa'tf oa tho late front, titi* to
I which land mm fonarly hold by tha City of 1f>iikog""i »*^ 1**

tho land whloh woo ouufojod to North Shoro Cote and Chowlnol
by dood roeordod la tho Aooordor'o Offloo of Lite
ao DoooMnt U15306, t«cwthor with all ooorotim

Thla Uttor i» to oridonoo tho into»tio« of thl* 00090x7 to
into of foot oold proM«oy *ioh uiiiBjoan 1» to oo ado with

tho vndoriUodiof that tho Cî r of moiVoora U to ootlooto a
oo ao to prorldo ooooco to tho ytoyoiV n0v OHM
ooo 0009017 IT*** *»tor3y of oold rtrlp oad to

for otter otoyttV Ijlac Sooth of mMh ttriy of
Tom •? iwt MMaroi thct oor Ooapoagr will At oworythiac

IOOJTO Tory trmly,

QaJ



NORTH SHORE Oat COMPANY
Wtakagan, rllinoia

rabruary 17, 19L7

To tha Ifcyor and City Council of
Tha City of ffati

IllinoiJi

Ya hare raquMtod that tha City of Hiittagan paac an ordlaanoa
granting * franchiaa to tba North Shoe* GM Coapany for * pariod of
twantgr yvar* and ara Inforaad that tha City it about to paaa «uoh an

•—^ ordinance. Tdla lattar ia to aridanea our agraaaaot that in eooaidar*-
tion of tha grantlnc of ruch franohia* tha undanlfoad will gir» to tha

"Z>, City of «huk»gan a oradit afainrfc 1̂1̂  owln* by tha Citgr of
M , for &» uaad for haa,tinf purpuaaa or any othar &M aarrloa at aqy

aunloipal buildinc of tha Citgr of laukatan, which eradit ahall ba
Ctoa ftooMnd Dollar* ($1,000.00) par yaaar for aaeh yaar of tha
•aid oradit not to ba

y
oradit haa aaan arrlvvd at by autual

and ouraalra* axad la ta> ba eonaidarad a biadlAff
by tha City of Mokafjm and tha forth Shora Oaa Oaapa ĵr tha
if Mid ajrawaant bad baan iaclndad ia tha fraaohlM Ita^lf.

If tha City Ma* fit W aaoapt thla propoaml by tha
of a frtnohlM m vUl ba fl** to aeoapt tba aam, with tha
lac that thU lattav aball to a part of tha antira
of tid* Irttar, fba fraaahiaa ordinaooa aad tha agoayUnea of tha

KKB SHOB QA8

C, J. MblhalL



February 17,

To the Mayor and City Council of
The City of Waukegan
Waukegan, Illinois

Gentlemen:
We have requested that the City of Waukegan pass an

ordinance granting a franchise to the North Shore Gas Company
for a period of twenty years and are Informed that the city Is
about to pass such an ordinance* This letter is to evidence our
agreement that in consideration of the granting of such franchise
the undersigned will give to the City of Waukegan a credit against
bills owing by the City of Waukegan for gas used for heating pur-
poses or any other gas service at any municipal building of the
City of Waukegan, which credit shall be One Thousand Dollars ($1,000.00)
per year for each year of the franchise, said credit not to be
cumulative*

This credit has been arrived at by mutual agreement between
yourselves and ourselves and is to be considered a binding agreement
by the City of Waukegan and the North Shore Gas Company the same as
If said agreement had been Included in the franchise Itself.

If the city sees fit to accept this proposal by the passage
of a franchise we will be glad to accept the same, with the under-
standing that this letter shall be a part of the entire agreement
consisting of this letter, the franchise ordinance and the acceptance
of the same.

Yours very truly,

NORTH SHORE GAB COMPANY

BI



To the Mayor and City Council
of the City of Waukegan
Waukegan, Illinois

Gentlemen:

we are informed that the City of Waukegan Is about to
paas an ordinance granting a franchise to the North Shore Gas
Company for a period of twenty years.

This letter is to evidence our agreement that upon the
granting of such franchise the undersigned will give to the City
of Waukegan a credit against bills owing by the City of Waukegan
for gas used for heating purposes or any other gas service at any
municipal building of the City of Waukpgan, which credit shall be
51,000.00 per year for each year of the franchise, which credit
shall not be cumulative. This credit has been arrived at by mutual
agreement between yourselves end ourselves and Is to be considered
a binding agreement by the City of Waukegan and the North Shore Gas
Company the same as if the said agreement had been included in the
franchise itself.

However, It Is undrt)tood and agreed that the North Shore
Gas Company has agreed to convey to the City of Waukegan all of the
land lying Easterly of the Nona Shore Coke and Chemical Company
property on the lake shore n4pth of the harbor on Lake Michigan,
title to which land was formerly held by the City of Waukegan, it
being understood that the conveyance is to include all of the land
formerly owned by the Clty/Hof Waukegan and conveyed to North Shore
Coke and Chemical ConpanyjLfoy deed recorded in the Recorder's Office
of Lake County, Illlnolsv) as Document No. 41530$, together with all
accretions thereto andvafl riparian rights in connection with said
property, said conveyance to give the City of Waukegan good title
free from any encumbran̂ a, except easements and a public highway.

Sood that when said conveyance of land is
Jo Pe^established by the City of Waukegan over

•ly and southerly direction so as to provide
irty now belonging to North Shore Gas Company
and egress for other property lying South

made a hl
said land -ft* a
access to «th«r
and a mean* of i
of said tract of l

It is understood and agreed that when said conveyance
has been made, then!the foregoing agreement with regard to credits
on bill* is no longer to be In effect.

Yours very truly,
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NORTH SHORE GAS COMPANY
AND

NORTH SHORE COKE & CHEMICAL COMPANY

The information contained in this report is of a confidential
nature and is intended for the exclusive use of the person or
firm to vhom it is furnished by us.
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NORTH SHORE GAS COMPANY
AND

NORTH SHORE COKE & CHEMICAL COMPANY

INTRODUCTION

We have been retained to make a general study of the operations
and other related factors of the North Shore Gas Company, with
particular reference to the problems presented by the early
maturity of the presently outstanding debt. Inasmuch as North
Shore Gas Company purchases over 80 per cent of its gas requirements
from the affiliated North Shore Coke & Chemical Company, and con-
sequently the operations of the two companies are Interdependent,
It also became necessary, In the present study, to analyze the
operations of the latter company.

The results of our Investigation are presented under the following
headings. For the sake of brevity, the North Shore Gas Company is
referred to in the following text as the Gas Company, while North
Shore Coke & Chemical Company is referred to as the Coke Company.

HISTORY

The Gas Company was originally Incorporated under the laws of the
State of Illinois on July 13. 1908, under the name of Wlnnetka Gas
Company. About July 29, 1908, Vinnetka Gas Company acquired by mer-
ger all of the properties and business and assumed all of the lia-
bilities of another Illinois corporation by the name of North Shore
Gas Company. Immediately after this merger the name was changed
from Vinnetka Gas Company to North Shore Consolidated Gas Company,
and in 1912 the name was changed to North Shore Gas Company, the
present name.
Some of the constituent properties date back to 1898 and represent
the outgrowth of activity on the part of a small group of individuals
who started construction or purchase of manufactured gas properties
serving communities in Lake County and in the northern portion of
Cook County in the State of Illinois. The first property acquired
was in Vaukegan, Illinois, vhere a coal gas plant was placed in oper-
ation in 1898. In 1901, the same interests obtained franchises and
extended gas service to Lake Bluff, Lake Forest, Highwood and
Highland Park, and the facilities were later expanded to serve North
Chicago and Olencoe in 1904, and Vinnetka in 1908. In 1909* opera-
tions were expanded to cover service to the towns of Deerfleld and
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Libertyvllle, and In 1910, gas service was extended to Mundelein.

It appears that during the winter of 1916 - 1917 the properties ex-
perienced serious operating problems which resulted In the Inter-
ruption of service for a short time, and, as a result, the Interests
then in control of the properties retained Mr. William A. Baehr, a
well-known consulting engineer, to solve the operating problems and
to manage the properties. Mr. Baehr was retained In May, 1917, and
the property has been continuously under Baehr management since that
time.

After an intensive development of the properties, Mr. Baehr and his
associates started to acquire control of the G;as Company for North
Continent Utilities Corporation, which was organized In November,
1922, as a holding company by the Baehr Interests. Control was
Initially obtained through Chicago Suburban Gas Company, and full
control of the Gas Company was acquired In 1927. The Chicago
Suburban Gas Company was dissolved in December, 1937, and North
Continent Utilities Corporation has been In direct control of the
Gas Company since that time through ownership of all of the outstand-
ing common stock.

Up to 1925, the Gas Company's operating territory was confined within
a relatively narrow strip along the lake shore and extending from
Wlnnetka at the south end, to the northern limits of the City of
Waukegan at the north end. In 1925, however, the company started an
expansion program whereby the transmission system was extended be-
yond Waukegan to the Illinois-Wisconsin state line In that year, and
further extensions were made west of Waukegan during 1925 - 1930,
thereby extending service to Grays Lake and other communities in the
western section of the present territory.

In connection with this expansion program and in order to provide an
adequate source of supply for the Gas Company's requirements, the
Baehr Interests organized the North Shore Coke & Chemical Company
which was Incorporated under the laws of the State of Delaware on
January 17, 1927. Shortly after Its Incorporation, the Coke Company
constructed a coke oven plant at Waukegan. The plant was completed
in the middle of 1928, and has since been supplying, under contract,
the bulk of the gas requirements of the Gas Company. As previously
stated, the Coke Company is an affti-Ufcte of the Gas Company, and Is
controlled by North Continent Utilities Corporation.

BUSINESS AND TERRITORY

The North Shore Gas Company Is engaged In the production, purchase,
distribution and sale of manufactured gas in the territory along the
North Shore region suburban to Chicago. The service area extends
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from the south limits of Winnetka, Illinois, north to the Wisconsin
state line, a distance of about 30 miles. In the other direction,
the territory is rather narrow and at Its widest point extends west
as far as Grays Lake, a distance of about 12 miles from Lake Michigan.
The territory as a whole comprises an area of about 270 square miles
with an estimated population In excess of 115,000. As of March 31,
1940, the company had 27,102 active meters In service. The territory
served, together with the general layout of the transmission system,
is shown on the attached map.

The Company's service area includes 30 communities, as well as the
Great Lakes Naval Training Station, with a present personnel of about
3,500, Fort Sheridan, a U. S. Army Post, with present personnel of
3,200, and a large Veterans' Hospital. The principal communities
served, together with pertinent population data covering the period
1920 - 1940, are listed below:

Population________
Preliminary

Census Per Cent Increase
Figures Census Figures 1930 over 19*K3 over

Community 1940 13351920 1920 1930

Waukegan 34,111 33,499 19,226 74.2 1.5
Highland Park 14,332 12,203 6,167 97.9 17.1
Wlnnetka 11,712 12,166 6,694 81.7 -3.0
North Chicago 8,403 8,466 5,839 45.3 -0.5
Lake Forest 6,510 6,554 3,657 79.4 -0.5
C-lencoe 6,758 6,295 3,3ol 86.1 7.5
Zion 6,533 5,991 5,580 7.5 9.0
Libertyville 3,918 3,791 2,125 78.4 3.5
Highwood 3,700 3,590 1,446 148.2 3.0
Deerfleld 2,278 1,852 610 203.0 23.0
Lake Bluff 1,715 1,452 819 77.5 18.5
Grays Lake 1,179 1,120 736 52.2 5.0
Mundeleln 1,325 1,011 420 l4l.O 32.0

32,474Total 102,474 97,990 56,700 72.4 5.0
The above figures show relatively phenomenal gains in population
between. 1920 and 1930 for the communities listed above, with a com-
posite population growth of 72-1/2 per cent during that decade for
the group aa a whole. This growth was accompanied by a substantial
increase in the number of gas customers served by the company, with
yearly gains of close to 10 per cent in the early 1920's. For
example, in contrast with 19,913 meters served at the end of 1926,
this number Increased to a peak of 25,150 meters by the end of 1930,
a gain of 26.3 per cent during that period. It should be noted, how-
ever, that a part of the customer gain experienced during 1920 -
1930 was due to line extensions into communities not previously served
with gas as already noted, but even after taking this factor into ac-
count, it can be said that the customer growth in the territory was
much superior to that experienced by a number of other companies
which we have analyzed.





-4-
n

The subsequent business depression, however, interrupted the growth
of the territory for a number of years and new building construction
dropped sharply. In addition, it appears that, owing to the shut-
down or partial operation of industries in the Waukegan industrial
area during the depression, there was some doubling up of families,
and it also appears that some of the families in the high cost resi-
dential suburbs in the southern portion of the company's territory
moved into less expensive homes outside of the service area, although
other families later moved into the vacant homes. As a result, the
company lost some customers during the 1930 - 1933 depression. Be-
tween 1930 and 1933* the active meters in service showed a decline of
1»437, or 5»7 per cent. This, however, was not as large a decline as
that experienced by other gas companies serving heavy Industrial sec-
tions. It is further interesting to note that the downward trend of
the number of active meters in service was reversed subsequent to 1933
and, as a result, the number of meters showed an increase from a de-
pression low of 23*713 reached in 1933, to 27,107 as of the end of
1939* an increase of 14.3 per cent. Thus the 1939 year-end figure
exceeded the 1930 predepression peak by 1,957 meters or 7.8 percent.

During the past several years the growth in the territory was resumed
in many of the communities served. Preliminary census figures for
1940 for the larger communities Indicate an Increase of about 5 per
cent over 1930 with the percentage increases for several of the com-
munities having amounted to between 15 per cent and 32 per cent.
There was, however, a small loss in population in' Wlnnetka, Lake
Forest and North Chicago. It is probable that if census figures
on the subject were available, the increase in population during the
last two or three years for the territory as a whole, as well as for
most of the individual communities served, would have been larger
than for the entire period 1930 - 1940. The resumption of the
growth in most portions of the territory will be evident from the
building permit figures for the principal communities over a period
of years presented in the tabulation on the following page.

These figures Include remodeling permits as well as commercial con-
struction. In the present study, we are particularly Interested in
the number of nev homes built In the territory, since this is a fac-
tor of primary Importance from the standpoint of the availability of
new customers to the company's lines. Figures on new home building
permits are available to us only for the years 1938 and 1939 and for
the first three months of 1940. An examination of these figures
shows that for the eight larger communities served by the company,
there were 258 such permits In 1939 as against 174 in 1938, an in-
crease of 48 per cent. The dollar value in 1939 was $2,758,656, and



BUILDING PERMITS FOR LARGER COMMUNITIES SERVED BY

NORTH SHORE GAS COMPANY

North
Chicago

Vaukegan
Lake
Forest

Highland
Park

Hlghvood

Glencoe

Winnetka

Llberty-
vllle

1930
NoT Value HO

1933
TV!

1936
alue

1937
NoT value No. Value

1938 1939
No. Value No. Value

• • » * 89 123,350

85 670,000 101 110,175 520 629,120

85 91,835 4? 34,197 77 100,951

532 706,272 310 644,877 375 498,497

16 648,976 8 105,466 21 437,466 14 260,449 12 299,817 29 456,421

223 300,865 113
70 113,975 16
84 659,680 39

113 1,280,345 58

237,719 240 1,770,817
31,950 13 16,700
78,926 77 399,124

394,425 1611,308,135

224 2,009,464 156

28 43,750 31

65 . 360,375 53
132 972,370 103

882,967 182 1,103,500
31,850 30 63,360

712,979 61 412,553
645,690 125 1,232,710

20 129,565_6 21,000 _9 113,809 _2 4,000 _5 67,500 10 51,700

Total 611 3,803,406 341 979,661 U30 4,698,521 1,0824,448,515 717 3,319,877 889 3,919,692

» - Not Available
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in 1938, $2,017,457, an Increase of about $740,000 or almost 37 per
cent. During the first three months of 1940, there were 33 new home
building permits Involving an aggregate value of $301,121. An analy-
sis of similar figures for all of the suburbs In the Chicago area
discloses that the average cost per new home built In the territory
served by the company Is considerably higher than that obtained In
the other suburban areas. The average cost per home In the company*3
territory In 1933 amounted to about $11,600 and In 1939 to about
$10,700 as compared with an average for all of the other suburbs of
about $6,720 In 1938 and $6,250 In 1939. It Is further found that
the average for the company's territory was diluted by the cheaper
type of homes built In the Industrial communities such as Waukegan
and North Chicago where the average cost was $4,875 In 1933 and
$4,650 In 1939. If these two communities are excluded, and only
Glencoe, Wlnnetka, Highland Park* Lake Forest, Lake Bluff and Liberty-
vllle are considered, we find that the average cost for 142 new homes
which were built In these communities In 1938 averaged about $13,100,
while the corresponding figure for about 195 homes built In 1939 was
$12,600. These comparisons afford a good Indication of the character
of new homes In the respective areas, and It Is readily apparent that
the residential suburbs served by the company are still attracting
high Income residents.

We also made an analysis of the new homes built within reach of the
company's gas mains during the past three years. The number of such
new homes actually completed amounted to 243 In 1937* 179 In 1938,
and 242 In 1939. IXirlng the first three months of 1940, there were
53 such new homes completed, and an additional 109 homes were under
construction. In this connection It should be remembered that the
extremely cold weather experienced In the first two months of 1940
greatly retarded building construction, and we understand that the
new home building permits Issued In April for the Chicago suburban
area as a whole greatly exceeded those for any previous month since
1936.
It Is significant to note that during recent years there has been a
general movement of population from the congested Chicago area into
the suburban areas, particularly to the North Shore suburbs. This
movement Is likely to continue In the future and may well be acceler-
ated, particularly under normal economic conditions. The North Shore
suburbs provide more attractive llvlrlgrcondltlons as the territory is
not congested and temperatures during the hot summer months are from
five to ten degrees cooler than those in towns farther away from the
lake. Other inducements offered by the North Shore suburbs are bet-
ter school facilities, easier access to bathing beaches and to other
recreational facilities, and lower property taxes. In view of these
favorable factors, and in the light of the trend already being ex-
perienced, it is logical to conclude that the territory served by the
company will enjoy very appreciable population growth as time goes on.
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As a matter of fact, there are comparatively few vacant houses in
these high grade residential suburbs at the present time. Even In
the City of Waukegan, notwithstanding its Industrial background, a
recent survey showed very few vacancies. For example, out of a
total of 4912 residences, only 42 were vacant as of June 1, 1940,
and there were only 68 apartments vacant out of a total of 4374.
Store and office buildings also show a relatively high occupancy.

Before discussing the economic background of the company's service
area, it may be of interest to note that for operating purposes the
territory is divided into five districts. The relative importance
of each district will be evident from the following tabulation, which
gives a division of the company's 1939 sales by districts in terms
of revenue and M.c.f.

Revenues fromGaa Sales Gas Sales - M.c.f.
A m o u n t % of Total Amount % of Total

District
Waukegan $ 462,972 31-6 $ 428,022 27-6
Lake Forest 143,523 9-9 136,578 8.8
Highland Park 343,688 23-5 394,794 25.6
Winnetka 419,540 28-8 509,622 33.0
Libertyvllle Q0.245 6.2 77.401 S.Q

Total $1,459,966 100.0 $1,546,417 100.0

The Waukegan district, which accounted for 31.6 per cent of the
gross gas revenue and for 27.6 per cent of the M.c.f. sales in
1939, includes the cities of Waukegan, North Chicago, Zion, and all
other communities north of Waukegan shown on the attached map of
the territory. The economic background of this district is
primarily industrial, with most of the industrial plants located
along the shoreline and railroad tracks in Waukegan, North Chicago
and vicinity, with some industry in Zlon. This industrial area
enjoys a considerable amount of diversified miscellaneous
manufacturing, and the principal industries include iron and steol
products, machinery, paper and printing, chemicals, pharmaceuticals,
metals and metal products, fencing and wire products, clothing,
leathers, asbestos products, and outboard motors. The area
enjoys excellent railroad transportation facilities, as well as
an outlet for shipping through the Groat Lakes water route by means
of an excellent harbor at Waukegan. The principal Industrial
establishments, together with the approximate number of present
employes, are listed belov:



-8-
a

Approximate No. of
Industry Employes___

Johns-Manv11le Corp. 1.750
American Steel and Wire Company 1,700
Abbott Laboratories 1,100
Zlon Institutions & Industries 650
Orless Pfleger Tannery 575
Chicago Hardware Foundry 550
Johnson Motor Company 450
American Can Company 400
Cyclone Fence Company 375
Fansteel Metallurgical Corp. 325
The Oakes Products Corp. 250
Sager Lock Company 250
National Envelope Company 225
National Office Supply Company 150
Automotive Maintenance Machinery Company 100

Because of Its Industrial background, this district Is, of course,
subject to relatively wide fluctuation with respect to sources of
employment and economic support. Inasmuch as the company's territory
Includes practically all of the Industries In Lake County, and since
practically all of the Industrial establishments are located In the
Waukegan district, the following figures summarized from the biennial
Census of Manufactures affords a good Indication of the fluctuation
In Industrial activity for the Waukegan district during the past nine
years.

No. of Estab- Wage Value of Value Added
Year llshments Earners Wages Products bv Mfg.

1937 128 9,686 $12,470,472 $72,610,134 $34,041,165
1935 126 8,653 10,216,556 56,277,063 27,560,806
1933 97 5,986 5,920,023 34,821,825 18,758,262
1931 122 6,514 7,871,689 51,752,686 26,908,552
1929 142 8,577 13,467,126 74,865,824 36,036,843

It should be acted that the number of wage earners shown above does
not Include salaried employes and executives of the various Industries
Involved. The above figures show that between 1929 and the 1933 de-
pression bottom there was a decline of 30 per cent In the number of
wage earners, but during the subsequent recovery the number of em-
ployes showed an Increase of 62 per cent between 1933 and 1937, and
by the latter year there were 13 per cent more workers employed in
industry than in the 1929 prosperity year. This is a very significant
showing, and Is accounted for by the fact that a number of industrial
establishments such as Johns-Manvllle, and Abbott Laboratories, for
example, expanded their manufacturing facilities In the Waukegan area
considerably during recent years.
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From the standpoint of wages paid to employes, the annual payroll
between 1929 and 1933 showed a decline of 56 per cent, but in the
subsequent recovery between 1933 and 1937» the payroll figures
showed an Increase of 111 per cent. It should be noted, however,
that in spite of this Increase, the wages paid to workers In 1937
were still 7-1/2 per cent below those paid In 1929* even though
the Industries were employing more workers In 1937 than the num-
ber employed In the 1929 predepresslon peak. This Indicates that
a number of the wage earners In 1937 worked only part time and In
addition, although hourly wage rates In 1937 might have been at
least as high or higher than those paid In 1929, the shortening of
hours resulting from Federal legislation reduced the average work-
er's pay check. The average annual wage per worker In 1937 amounted
to about $1,290 as compared with about $1,000 for 1933 and $1,535
for 1929. In other words, the 1937 average annual wage per worker
was about 16 per cent less than the 1929 average. Incidentally,
the average wage figures discussed above do not afford a proper
criterion as to the average spendable money Income per family, as
they do not Include the much higher average wages paid to salaried
employes engaged In Industry and since many families have more than
one gainfully employed member. In general, we believe that the In-
dustrial background of the Yaukegan district compares favorably
with that of a number of other Industrial areas which we have ana-
lyzed. The Industrial background of the Waukegan area appears to
be well diversified, the district has enjoyed good Industrial growth
during recent years, and offers prospects for additional such growth
in the future. The location of the various Industries In this area
Is favorable with respect to transportation facilities and proximity
to their markets.

In addition, Waukegan, the largest community served by the company,
Is an Important retail trading center for a trading area extending
about 10 miles north, 15 miles south, and 30 miles west. Retail
sales In 1939 were approximately $360 per capita. The city Is also
the county seat of Lake County. As noted from a preceding tabula-
tion, Waukegan showed an excellent growth of over 71* per cent be-
tween 1920 and 1930, and a further favorable growth of about 19-1/2
per cent !• Indicated between 1930 and 19*10. The racial distribu-
tion of population according to the 1930 census was 76 per cent
native white, 19.3 per cent foreign born white, and 4,7 per cent
negroes and other races. This distribution indicates a relatively
high percentage of foreign born population, but this is well in
line with the conditions found in other Industrial communities.
Because of the primarily industrial background, living standards in
Waukegan do not appear to be exceedingly high, but effective average
buying Income per family compares favorably with that prevailing in
other territories of similar nature which we have analyzed.
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The suburban towns along the North Shore comprising the Lake Forest,
Highland Park and Vinnetka districts, and including the cities of
Wlnnetka, Glencoe, Highland Park, Lake Forest, are all high-grade
residential communities, and constitute what is probably one of the
wealthiest suburban regions in the United States. These districts
enjoy high living standards, and most of the gainfully employed
people are commuters occupying positions in Chicago. Practically
all of the population Is native white, and as noted from a preceding
tabulation, a large growth occurred In all of these communities,
particularly between 1920 and 1930, ranging from nearly 100 per cent
in the case of Highland Park to nearly oO per cent for Lake Forest.
While these districts have been built up appreciably, there is still
considerable vacant land available for expansion, and as previously
noted, they have been enjoying a revival of residential building con-
struction during the past several years.

The western portion of the Lake Forest district includes several
small communities likewise primarily residential suburban, but is
less wealthy than the other communities along the North Shore. The
largest of the western suburbs is Deerfield. This portion of the
territory, however, Includes a number of large wealthy estates which
are not conducive to good customer density, except In the event of
future subdivision into smaller parcels followed by the building of
additional residences.

The Libertyville district comprises the western part of the territory
which centers around the village of Libertyville. This region is
primarily of rural and farming economic background, and as will be
seen from the attached map of the territory, it includes a number
of lakes with summer resort facilities. The principal economic sup-
port of the rural territory is largely dairying and truck farming
depending on the Chicago metropolitan area as a market outlet. Many
people living in Libertyville are employed In Chicago.
The territory taken as a whole possesses both attractive and unat-
tractive features when considered from the standpoint of the opera-
tion of a gas company distributing manufactured gas. The high liv-
ing standards prevailing in the high-grade residential suburbs,
fundamentally, afford an opportunity for the development of high
gas consumptions on a per customer basis under proper rates coupled
with an aggressive load-building program. On the other hand, this
favorable condition is offset to a very large extent by a low cus-
tomer density per mile of main which is brought about by the fact
that the territory contains many large estates and homes and by the
absence of apartment districts found in territories of other com-
panies and which have a favorable effect on the average customer
density per mile of main. The North Shore suburbs under discussion,
consist mostly of single dwellings and have only a minimum of duplex
residential buildings and practically no apartment buildings, taken
as a group.
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In connection with utility operations. It Is well recognized that,
other factors being equal, customer density and average consumption
per customer are two very important factors In the ability of a
utility company to conduct profitable operations at competitive
rates. Therefore, in considering the relative position of the ter-
ritory served by the North Shore Gas Company, due consideration
must be given to these factors, and with this in mind, we are show-
ing In the table below the customer density in terms of meters per
mile of transmission and distribution main, together with average
annual gas consumption per meter in the various operating districts,
based on 1939 operating results:

Meters per Annual Sales per Meter
District Mile of Main M.C.F. Revenue
Waukegan 67.3 3̂ .3 $37.00
Lake Forest 36.4 60.5 64.50
Highland Park 50.7 72.5 63.20
Winnetka 69.3 96.5 79.50
Llbertyvllle 30.1 29.9 3̂ .90

Entire Company 52.8 55.2 53.00

The above figures are based on a breakdown of meters by districts
as of December 31* 1939, and the available data apparently Includes
a number of locked-off meters which we were unable to segregate.
As a result, the figures showing the average number of meters per
mile of main are somewhat overstated, while those giving the annual
sales per meter are somewhat understated. However, this discrepancy
Is not of great importance, and the above figures may be considered
fairly accurate for the purpose of showing the relative density and
consumption for the various operating districts. The above qualifi-
cation does not apply to the Entire Company" figures as these are
based on the number of active meters.

The above table Indicates that the Winnetka district makes by far
the best showing, both from the standpoint of average customer den-
sity and average sales per meter, and that the Llbertyvllle district
constitutes the poorest field as far as present conditions are con-
cerned. While the average customer density In the Lake Forest dis-
trict is also relatively low, this is offset, to a considerable ex-
tent, by a higher average annual •roMumptlon and revenue per meter,
and the same holds true of the Highland Park district. The higher
customer density enjoyed by the Waukegan district, on account of the
good customer concentration within the city itself, is apparently
offset very materially by the limited usage of a relatively large
number of customers, and the average annual consumption of 3̂ .3 M.c.f,
per meter experienced in 1939 Is particularly low when consideration
is given to the fact that It Includes a relatively substantial
amount of gas sold to a number of large Industrial users.
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It will be noted that for the company as a whole, the customer
density ia equivalent to only about 53 active meters per mile of
transmission and distribution main, which Is very materially lower
than the density usually enjoyed by a preponderance of gas companies
in the United States, as will be shown in a subsequent comparison.
An important factor responsible for this low customer density is
the relatively large mileage of transmission lines which had to be
installed in order to Interconnect the various communities served
in the territory. These transmission lines, which have an
aggregate length of some 135 miles, run through sparsely populated
territory between the intervening towns and as a result afford
direct service to only 424 consumers along the rural routes between
towns. In addition, even some of the communities served by the
local distribution lines are not highly concentrated in relationship
to the miles of distribution main required to serve them, and this
further dilutes the average customer density for the system as a
whole. This factor will be evident from the following tabulation,
which gives the customer density for individual towns, taking
into account only tho milos of distribution main within each community;

Meters per Mile Year 1939
of Distribution Average Consumption

Waukegan District ____Main____ per Meter - M^c.f.

Waukegan 101.5 31-3
North Chicago 81.4 45-7
Zion 49.5 34.0
Winthrop Harbor 64.0 25-2
Great Lakes 46.2 • 67.8
Gurnee 118.2 37-0
Wadsworth-Russell 105.0 32.0

Average for District 88-7 34.3

Lake Bluff 52.8 53.3

Lake Forest District

Lake Forest 60.2 62.2
ce Bluff
Average for District

Highland Park District

Highland Park 74.1
Hlghwood 85-3
Deerfield 30.7
Port Sheridan 27.8

Average for District 62.2

Winnetka District

Winnetka & Hubbard Woods 93-2 93•7
Glencoe 67.3 102.2

Average for District 82.3 96.5
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Meters per Mile Year 1939
of Distribution Average Consumption
____Main per Meter - M.e.f.

Libertvvllle District

Libertyville !t Rural 63-8 35-3
Grays Lake 44.3 23-6
Gages - Druce - Third Lakes 52.3 13-2
Mundelein 24.4 33.5
Diamond Lake 47-7 19-9
Half Day - Prairie View 7S.S 70.2

Average for District 49.8 29.9

Entire Territory 73-5 55-2

It will be noted from the above table that a large number of the
individual communities, even when examined in the light of dis-
tribution facilities alone, yield a rather poor average customer
density under existing conditions and this, fundamentally, places
a severe handicap upon tho company from the standpoint of profit-
able operations at rates sufficiently lov so as to attract a large
volume of business In competition with other fuels or electricity.

As a matter of interest, we are giving below a tabulation which
affords a comparison of the company's density and average annual
sales figures per meter with similar data covering a number of
other companies which we have analyzed. Since the B.t.u. content
of tho gas differs for the various companies, the annual gas sales
per meter are given in therms in order to place the figures on a
comparable basis.

Av. Rev.
Motors per Annual Sales per Meter per Mile
Mile of Main Therms Revenue of Main

North Shore Gas Company 52.8 311 $53-00 $280
Western United Gas and
Electric Co. (l) 45.0 411 - 46.20 208
Public Service Company of
Northern Illinoia (2) 72.3 758 56.80 410
Peoples Gas Light & Coke Co. 240.0 623 45.50 1,090
Milwaukee Gas Light Company 123.0 216 31.00 382
Madison Oas & Electric Co. 104.0 269 42.10 438
Wisconsin Oas & Electric Co. 57-4 206 35-80 206
Minneapolis Oas Light Co. 137-0 321 41.30 565
Northern Indiana P.S. Co. (2) 61.7 978 53-50 330
Portland Gas & Coke Co. (2) 37-4 235 40.80 153

Note:
(1) Year ended December 31, 1937
(2)\*., Year ended December 31, 1938
All other figures arc for yoar ended December 31, 1939-
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It will be noted, from the table above, that companies such as
Peoples Gas Light and Coke Company, Minneapolis Ges Light Company,
Milwaukee Gas Light Company and Madison Gas and Electric Company
which have confined their gas operations within concentrated
metropolitan areas, enjoy densities running between 104 and 240
meters per mile of main, whereas the North Shore Gas Company,
Wisconsin Gas and Electric Company, and Western United Gas and
Electric Company, which have reached out with transmission lines
to cover sparsely populated territories, have densities of leas
than 60 customers per mile of transmission and distribution main.
The above-mentioned other companies, however, have tho benefit of
joint operation of an electric utility department, whereas North
Shore Gas Company must depend entirely on gas operations. The
much higher average annual consumptions shown for companies such
as Peoples Gas Light and Coke Company, Public Service Company of
Northern Illinois, and Northern Indiana Public Service Company,
reflect largo volumes of industrial gas sold by these companies,
a large proportion of which Is sold on an interruptible basis.
It is of Interest to note, however, that North Shore Gas Company,
whose market is primarily residential and commercial, has a
relatively high average usage per customer, with a corresponding
favorable average annual revenue per meter.

In the above table, we have also shown the annual revenue per mile
of main. It is worth noting, In this connection, that, all other
things being equal, companies having high revenue per mile of
main are comparatively profitable, whereas others are not.
Western United Gas 4 Electric Company, for example, which has a
low revenue per mile of main, earns only a limited return on its
gas property Investment, whereas a more satisfactory return is
earned by Public Service Company of Northern Illinois. On the
other hand, the very high revenue per mile of main earned by
Peoples Gas Light it Coke Company is offset by tho high cost of
gas and by high other operating expenses. In addition, a
substantial portion of the revenue of this company comes from
interruptiblo Industrial sales which yield only a vory small margin
of profit over and abovo tho cost of gas to the company. Minneapo-
lis Gas Light Company, with a much lower density than Peoples Gas
Light & Coko Company earns a very satisfactory rate of return.
At tho present average consumption per meter, tho earnings of
North Shore Gas Company could Increase very substantially upon
material increase In customer density as the territory builds up,
other factors remaining the same.
Apparently the North Shore Gas Company will require a considerable
further population growth in its territory, in order to place its
operations in a more favorable position with respect to the above
discussed fundamental factors affecting the cost of service. As
previously noted, the territory has resumed its growth, and
considerable further growth Is a reasonable expectation, as time
goes on, since much of the suburban area covered by the company's
existing mains is highly attractive from the standpoint of new
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home building. Furthermore, it is reasonable to expect that such
future growth will be largely intensive rather than extensive. In
other words, a very large proportion of the future new customers
will be in the proximity of the existing mains, thereby requiring
only small line extensions, and this should tend to improve the
customer density as time goes on. This conclusion is supported
by the company's experience during recent years and by the general
layout of the existing transmission and distribution facilities.
It is of interest to note in this connection that the new services
installed during recent years, in terms of the net increase in
the mileage of mains, were equivalent to ̂ 50 customers per mile
of main in 1935, 151 In 1936, 183 in 1937, 169 in 1938, and 103
customers per mile of main in 1939- This is considerably in
excess of the present composite average of 52.8 motors per mile
of main for the system as a whole and readily shows that a large
number of the new services installed during recent years were taken
off existing mains with very little Installation of now main line
extensions.

?1iUTimflr'q': To summarize the situation, the territory served by
North Shore Gas Company possesses many attractive features

favorable to gas utility operations. The territory, as a whole,
is relatively stable as the industrial fluctuations in the Waukogan
District are offset by the stable residential nature of the other
districts. The suburbs served along the North Shore constitute
what is probably one of the wealthiest suburban districts in the
United States and tho high living standards prevailing in
these high-class residential suburbs, fundamentally, afford a good
market for tho development of high gas consumption per customer
under a proper rate structure, coupled with an aggressive load-
building program.

An unfavorable factor In the situation, however, of fundamental
Importance is the present low customer density per mile of
transmission and distribution main. Evidently, the present
transmission and distribution facilities were built to serve a
much larger population than that wnlch now exists, but the
phenomenal population growth which was experienced during the
1920-1930 decade was interrupted by subsequent economic depression.
The growth, however, has been resumed, the building of new homes
in the company's territory has been accelerated during the past
few years, and it is likely to continue at a rapid rate, particular-
ly during a period of normal economic conditions. The North
Shore residential suburbs provide much more attractive living
conditions than other suburbs in the Chicago area and it is
logical to expect that they will attract much of the population
migrating away from the congested Chicago area over a period of
years. The increase in population which is likely to take place
will, in turn, increase the customer density, thereby tending to
offset this presently unfavorable factor as time goes on.



-16-
P

Market. All of the gas manufactured by the Coke Company,
except that used for underfiring Its ovens, Is sold

to the Gas Company as previously mentioned. In addition, incident
to the production of gas, the Coke Company produces and sells a
large volume of coke, and also produces and sells other by-products
namely, sulphate, sulphur paste, and tar. In 1939 coke sales
accounted for 49 per cent of the company's gross operating revenue,
and it is therefore evident that the coke business is a very
important clement in the company's operations.

The company is currently selling its coko through Pickan*, Mather
& Company, vho also act as sales agents for a number of other coko
producing companies, under an arrangement which will be discussed
in a subsequent chapter of this report. The Coke Company also
supplies direct to tho Gas- Company the latter's entire coke re-
quirements for generator fuel used In connection vith the manufacture
of water gas. Because of tho importance of coke sales in the
total picture, the following discussion of the coke market of
North Shore Coko & Chemical Company will bo of interest.

An analysis of the coke sales shows that during the past fuel
year ended March 31, 19̂ 0, about 93$ per cent of the total sales
was accounted for by the domestic market while the remainder 6£
per cent represented sales to industrial users. The distribution
between these two classes was about the same for the fuel year
1939, but in the years 1936 - 1938, the industrial sales were higher
and accounted for 10 per cent of the total sales .in 1938, 18 per
cent in 1937, and 16.7 per cent in 1936. Most of the industrial
coke is sold to two plants in Waukegan, one plant in Nebraska, and
to a utility company in Wisconsin for water gas generator fuel.

As evidenced by the above analysis, the bulk of the coke is sold
for domestic fuel. A further analysis of domestic sales shows
that about 50 per cent of the total tonnage is sold within the
North Shore Gas Company's territory, and in that respect it
competes, at least to some extent, with the Gas Company's gas
house heating market, about 33 per cent in the western Chicago
suburbs and In the so-called Pox River Valley territory extending
from McHenry dovn to Aurora, and 17 per cent is sold to various
towns in Wisconsin such as Madison, Janesville, Belolt and Racine.
A very saall amount of domestic cjgke is sold in Iowa. Under
present conditions, the company doe's not compete In the Chicago
coke market, nor does it sell coke in Evanston, Wllmette, and a few
other suburbs adjacent to Chicago.

An analysis of the situation points to tho conclusion that this com-
pany enjoys a relatively good coko market, with a favorable freight
differential for most of the territory in comparison with the freight
rates which other coko producers have to pay in order to reach this
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market from their respective coke plants. The results of an
analysis made by the company of coke samples produced by various
other companies show that the quality of the company's coke compares
very favorably from the standpoint of fixed carbon, ash content and
other considerations.

It should be noted, however, that coke prices in general are
dependent upon the price of competing fuels and upon conditions
of supply and demand. Weather conditions, among other things,
exert an important influence with respect to the latter factor,
whereas the production of coke is governed to a large extent by the
gas requirements of North Shore Gas Company regardless of weather
conditions or other factors. While under present conditions and
coke output the market is able to absorb the coke without necessitat-
ing so-called "distress sales," the factors briefly discussed above
tond to cause relatively wide fluctuations in the earnings, and,
therefore, to a large extent, the Coke Company has the characteris-
tics of an industrial concern. These factors will be discussed in
more detail in a subsequent chapter of this report.

The other by-products are sold directly by the Coko Company to a
relatively limited number of accounts. Gross revenue from those
by-products, in 1939* amounted to about $99*000 as compared with
coke sales of $521,804, and gas sales of $546,132.

The Coke Company is carrying on research work toward the develop-
ment of other by-products in connection with the gas manufacturing
process, and this might load to new discoveries in the future,
although there are no tangible indications to that effect at the
present time.

PROPERTY

The physical properties owned by North Shore Gas Company include
two water gas plants, both located in Waukegan and having an
aggregate dally production capacity of about 8,000,000 cu. ft.,
and throe gas storage holders with aggregate storage capacity of
4,000,000 cu. ft., about 515 miles of transmission and distribution
main, together with the necessary pressure regulators, meters, and
other property of general nature required to supply gas utility
service in the various communities.

One of the water gas plants Is known as the North Plant and is
located on approximately 16 acres of land owned in fee on the
north side of Waukegan about a half mile west of the shore of
Lake Michigan. The gas generating equipment at this plant was
placed in operation in 1927 and consists of an 11', 3-shell, Lowe
type, carburctted water gas sot equipped with automatic control.
This set has a daily production capacity of 3*500,000 cu. ft., but
during peak periods it is capable of a dally output of 4,000,000 cu.
ft. of gas. The steam required for the production of water gas and
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for operating the compressors at this location Is obtained by
means of 3 - 500 horse-power boilers, one of which is held for
reserve purposes. The regularly operated boilers are rated at a
pressure of 145 pounds, while the third has a rating of 125 pounds
per square inch. The compressor equipment consists of 2 steam-
driven units. One of these, a Nordberg cross-compound duplex gas
compressor was installed in 1920 and has a capacity of 250,000
cu. ft. per hour. The other is an Allis-Chalmers cross-compound
duplex engine which was Installed in 1923 and has a capacity of
500,000 cu. ft. per hour. The company will install another
Nordberg compressor at this location during 1940 and this will
provide an additional compressor capacity of 250,000 cu. ft. per
hour. Also, at the North Plant are a gas storage holder of
1,500,000 cu. ft. capacity and a 200,000 cu. ft. relief holder.
The North Plant is also equipped with the necessary scrubbing,
purifying, metering and other auxiliary equipment and also has
two large oil storage tanks where the company stores its enrlcher
oil used in the production of water gas. At the North Plant
there is also located a small oil fogging station used In connection
with the low pressure distribution system serving the City of
Waukegan. The North Plant also serves as the receiving station
for the coke oven gas which the company purchases from the North
Shore Coke & Chemical Company.

The North Plant was formerly the location of an old coal gas
plant which was abandoned many years ago. The building formerly
housing the coal gas equipment is still in use for storage purposes,
but the coal gas equipment has been removed. This building is not
in very good shape, but the other buildings housing the facilities
now in use are in good operating condition. The North Plant is in
regular use, particularly during the peak load months, and in 1939
It produced about 17 per cent of the company's total gas require-
ments for that year. The equipment described above is in good
operating condition and has been well maintained. This plant
site has considerable land for future expansion of gas generating
facilities should this be necessary.

The South Plant is located approximately one mile directly south
of the North Plant in the City of Waukegan. This plant occupies
an area of approximately 1.8 acres of which 1.4 acres are owned
in fee and the balance is leased until December 1, 1952, from the
Elgin, Joliet & Eastern Railway Company. This plant was originally
built in 1898 as a coal gas plant, but It was converted to water
gas operation in 1917. The present production equipment consists
of 2 - 8'6n United Gas Improvement water gas sets Installed in
1917. Both water gas machines are hand-operated and their
aggregate production capacity is 4,000,000 cu. ft. of gas per day.
The boiler room equipment includes 3 horizontal-tube boilers
which are quite old and are operated at 100 pounds pressure.
There is also a water-tube type boiler operated at 150 pounds
pressure which Is in much better condition, being about fifteen
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years old. This station is also equipped with an old Ingersoll
Rand steam-driven compressor with a capacity of 80,000 cu. ft.
per hour. This compressor is probably 30 years old. The
purifying equipment consists of three individual bottom dump
purifier boxes. At the South Plant site the company also owns
a 500,000 cu. ft. gas storage holder which is regularly used for
the low pressure distribution of gas in the City of Waukegan and
also owns a relief holder of 160,000 cu. ft. capacity which is
used in connection with the generation of water gas. The storage
holder has been maintained In very good operating condition.

The South Plant is used mainly for standby purposes but is operated
intermittently, from time to time, in order to make sure that the
equipment is maintained In shape for peak-load and emergency pur-
poses whenever necessary. The annual sendout from this plant,
however, is very small and has varied between 0.1# and 0.4# of the
total annual gas requirements of the system during the past four
years. Prom a recent inspection, it would seem to us that this
plant is rapidly approaching the end of its useful life from the
standpoint of efficient operation and should probably be retired
within the next several years.

At the South Plant site, the company also maintains a pipe yard
and a garage building both of which are useful in the company's
operations.

Before going into a discussion of the transmission, distribution
and other facilities owned by the company, we shall discuss, at
this juncture, the coke oven plant of North Shore Coke & Chemical
Company, as this plant Is the principal source of supply to the
Gas Company's system and furnishes between 80 per cent and 90 per
cent of the total annual gas requirements.

The coke oven gas plant Is located In the City of Waukegan about
0.8 mile south of the North Plant. The plant oc upies approximately
2̂-1/4 acres of land bounded on the east by Lake Michigan and ex-
tending on the west to the center line of a channel which is an
extension of the Waukegan Harbor. This site affords excellent
facilities for bringing In the coal by water route over the Great
Lakes, thereby resulting In more economical freight costs than
would otherwise have been the case If the coal requirements of the
plant were to be transported entirely by rail. The plant is
equipped vlth a large steel and concrete dock and with efficient
coal unloading equipment. This site also includes a large coal
storage yard from which the coal is conveyed to the ovens by means
of endless belt conveyors. The plant is also equipped with rail-
road trackage facilities owned by the Coke Company and connecting
with the tracks of the Elgin, Joliet, and Eastern Railway Company,
which in turn, connects with principal railroads in the Chicago
district. The company also owns two steam locomotives and nine
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hopper cars used principally for the handling of coke from the
ovens to the storage pile.
The plant was placed in operation in 1928. The gas generating
equipment consists of 31 Koppers Company Becker type ovens of 9-1
tons capacity each and with an aggregate normal carbonizing capacity
of 450 tons of coal per day. Up to the fall of 1937, a portion
of the coal gas generated vas used for underfiring the coke ovens,
and this limited the maximum dally sendout of the plant to about
3,100,000 cu. ft. In September, 1937, hovever, the Coke Company
installed a producer gas plant for the underfiring of the ovens
and this has raised the dally sendout capacity of the plant to
5,200,000 cu. ft. Such amount of the producer gas that is not
required for underfiring is mixed with tho coal gas to a proper
B.t.u. content and transmitted to the Gas Company's system. The
coke oven plant is used to carry the base load of the system while
the peaks are taken care of partly by means of producer gas or by
water gas generated at the Gas Company's plants, as will be dis-
cussed in more detail in a subsequent paragraph.

Under the present arrangement, the Coke Company sells Its gas
to the North Shore Gas Company in an unpurified state, but before
the gas is transmitted to the system, it is purified by means of
purification equipment owned by the Gas Company but located at the
Coke Company's plant on land owned by the Coke Company. The coke
oven gas is transmitted to the North Plant by means of transmission
lines owned by the Gas Company and there it Is mixed with water gas.
That portion of tho gas used for the so-called low pressure system
serving the City of Waukegan is mixed to a heat content of about
565 B.t.u.'s per cubic foot and is, in turn, transmitted to the
holder at the South Plant from where it is supplied into the
Waukegan distribution system. The balance of the gas is mixed to
a heat content of 5^0 B.t.u.'s per cu. ft. and it is pumped into
the high pressure transmission system supplying all of the area
outside the City of Waukegan. These B.t.u. standards are in
accordance with the requirements of the Illinois Commerce Commission.

In addition to the equipment described above, the plant of the
Coke Company also includes machinery and equipment for the extraction
and preparation of the various gas by-products for the market. The
Coke Company also owns and operates an electric steam generating
station at this site which furnishes all of the electricity and
steam required in the operations of the plant. The electric
generating equipment consists of two steam turbo-generators of
750 kw. capacity each, equipped with surface condensers. The
condenser water is obtained from the harbor through a 24" cast iron
line. One of the stoam turbines is of the extraction type and
some steam is bled from it and used for heating purposes. Tho
boiler room equipment includes 2 - 500 horse-power boilers operated
at 250 pounds pressure and 510° P. temperature.

In general, the coke oven plant* together with its steam generating,
by-product, and other auxiliary facilities is of good design and has
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been maintained in excellent operating condition. The various
buildings are of reinforced concrete and brick construction. In
addition to the buildings housing the various equipment, the Coke
Company also owns an office building at this location which is used
as the operating headquarters for the plant. The prcaont site
affords considerable room for future expansion of the plant
capacity.

The Gas Company also owns a pumping station known as the Deerfield
Station which is used for regulating the distribution of gas in the
southern portion of the territory served. The Deerfield Station
was built in 1926 and is located on a 58-acre tract of land just
south of the county line along the main line of the Chicago,
Milwaukee, St. Paul, & Pacific Railroad, about l£ miles south of
the Village of Deerfield. The existing facilities, however, occ-upy
only a small part of this land. Apparently, when this site was
purchased years ago, the company planned to use it as a location
for a future water gas plant but the economic justification of such
a plant at this location will have to be examined in the light of
future developments.

The present facilities comprising the Deerfield station include
a 2,000,000 cu. ft. waterless type gas holder and a boiler house
and compressor station. The compressor equipment consists of two
Nordberg cross-compound duplex steam gas compressors each having
a capacity of 250,000 cu. ft. per hour and this equipment is
housed in a brick building of substantial construction. The boiler
equipment is in a separate brick building located adjacent to the
compressor room and Includes 2 - 300 horse-power stoker fired
boilers operated at about 175 pounds pressure. All of the above
facilities, including the storage holder, are in very good operating
condition. The Deerfield station is absolutely indispensable
in the company's operations and is strategically located with
respect to maintaining reserve supply and proper regulation for the
southern end of the distribution system. Incidentally, this
station is equipped with an automatic pressure recording instrument
which enables the operator to maintain proper pressure at all times.

As of December 31, 1939, the Gas Company had 514.3 miles of
transmission and distribution mains in service and of this total
about 135 miles la classed as transmission mains. The general
layout of the transmission systemr±9»-«hown on the attached map.
As will be noted from the map, the transmission system provides
duplicate sources of supply to the more Important comnuniu'Jes by
means of belt-line loops and, in our opinion, the transmission
layout is well engineered. The diameter of the transmission pipes
varies from 16" down to 2", but the preponderant sizes are of 8",
6" and 4" diameter. There are about 38 miles of 8" diameter
transmission main, 34 miles of 6", about 50 miles of 4", and about
17 miles of 2" diameter pipe. The transmission mains inter-
connecting the various gas plants are of 16" and 12" diameter.
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The transmission system is operated at maximum pressures varying
from 70 pounds per s<l. in. at the North Plant, to 2 pounds per
sq. in. at the extreme south end at Winnetka. During low load
periods, the system is operated at lover pressures. As previously
stated, the distribution system supplying the City of Waukegan is fed
directly from the storage holder at the South Plant at a low pressure
varying from 5" to 8". The distribution systems serving all other
communities arc fed directly from the high-pressure transmission
system described above, and the pressure at each customer's service
is regulated by moans of Individual pressure regulators. In
addition, the transmission system has a number of pressure governors
situated at strategic locations, and this enables a number of
individual distribution systems to be operated at intermediate
pressures. In order to secure bettor flexibility in pressure
regulation under maximum day sendout conditions, such as those
which the system encountered during the extreme cold woather
experienced during the past winter season, tho company plans to
install five additional pressure governor stations this year at
various points on tho transmission system between Lake Bluff aad
Highland Park. This will enable the system to maintain sufficient-
ly high pressures in this area, and still keep the pressures on the
lightly loaded outlying lines to the west within proper limits.
The five additional governor stations will Insure better pressure
control throughout the system and will entail a capital expenditure
of only about $10,000.

The distribution mains vary in size, with the larger mains having
a diameter of 8" and the smallest mains having a diameter of 1-1/4".
The preponderant sizes are of 6", V and 2" diameter, and inasmuch
as the distribution mains outside of the City of Vaukegan are
operated ot high pressures, the pipe sizes used represent economical
design, in our opinion,

Most of the transmission and distribution lines are steel, although
there are about 56 miles of cast iron pipe, 65 miles of wrought
iron pipe, and about 50 miles of extra-heavy wrought ateel pipe.
The cast iron mains are confined mostly to the Vaukegan, Lake Forest,
and Highland Park distribution systems. The cast iron pipes are
not coated, as this class of construction does not need any coating
and has a very long life. Of the wrought iron and steel mains,
about 69 miles are galvanized, and about 300 miles are treated with
some kind of a coating or wrapping. With galvanized pipe Included,
it can be said that about 81 per cent of the wrought iron or steel
pipes are coated. All of the steel pipe laid subsequent to 1926
has been coated with No-Oxide paste and wrapped with Teco fabric,
and this standard is still being adhered to at the present time.
The coating and wrapping of steel pipe, of course, guards against
the effect of any adverse soil conditions and protects the pipes
against corrosion, thereby insuring a longer life than would
otherwise be the case. With regard to soil conditions encountered
in the company's territory, while we did not make any soil tests,
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we discussed this factor extensively with the operating officials
of the company. These discussions point to the conclusion that
soil conditions, as a whole, are normal. The territory along the
North Shore has a sandy soil which does not give rise to alkali
conditions that cause corrosion. So far as we have been able to
ascertain, there are only a few minor spots on the system where
alkali conditions exist, and these are located near Everett north
of West Lake Forest, near Deerfield, and In a small section of
North Chicago behind the Northwestern Railroad freight depot.

It is of interest to note that during the past 14 years the company
has installed approximately 218 miles of new transmission and
distribution mains, while the mains replaced or abandoned amounted
to only 43 miles. In other words, about 42-1/2 per cent of the
transmission and distribution main mileage now in service was
installed during the past 14 years. Construction was particularly
heavy during the period 1926-1930 inclusive, as a total of 191 miles
of main were installed during that period.

The annual leakage and unaccounted-for gas losses during the past
five-year period were as follows:

Lost and Unaccounted-
For Gas__________ 1Q3Q 1Q38 1Q37 1Q36 1935

In % of Annual Sendout 10.95 9.66 9.35 11-38 11.00
Per Mile of 3" Equivalent
Main (M.c.f.) 318 263 240 280 258

While on a percentage basis the above figures are reasonable,
the annual M.c.f. loss per mile of 3" equivalent main appears to
be somewhat high in comparison with the experience of some of the
other gas systems which we have analyzed. It should be remembered,
however, that this is a high-pressure system and consequently its
losses are expected to be higher than those encountered on the
usual low-pressure systems. Taking this factor into account, we
are of the opinion that the above losses are not excessive and
indicate that on the whole the transmission and distribution lines
are in good operating condition. A large proportion of the steel
transmission and distribution mains have welded joints, while
most of the balance is of screw joint construction, although some
of the lines use Dresser couplings. The cast iron mains are tied
together by means of lead joints.

The general property owned by the Gas Company includes a 3-story
office building of brick and concrete construction, situated in
the business district of Waukegan. This is used as the general
office headquarters of the company, and in addition, It houses
the appliance sales store on the main floor. The company also
owns a one-story brick building and a garage building in Glencoe
which serve as the service headquarters for the southern district.
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The company maintains district offices and appliance stores at
Winnetka, Highland Park, Lake Forest and Libertyville, but these
are housed in rented quarters. The Winnetka quarters are covered
by a 20-year lease which runs to April, 1950. The company paid
a rental of $600 per month for the first 10-year period and now
pays $700 per month for the second 10-year period. It seems to
us that under present conditions this lease arrangement is burden-
some to the company as the office space required to carry on the
operations of tho Winnetka district could be provided at a
considerably lower cost under present conditions, had this long-terra
lease not been in effect. The Highland Park office space is
rented at $250 per month under a lease which runs five years from
May 1, 1937- The rental paid for the Lake Forest office space
amounts to $125 per month, while that paid for the Libertyville
office space is $80 per month, and these appear to be reasonable
rentals in relationship to the location and space occupied.

In our opinion, based on a recent inspection and study of the
physical properties, these facilities have been well maintained
and are generally in good operating condition at the present time,
except the South Plant which is rapidly approaching the end of its
economic life. The system layout whereby the communities distant
from the Waukegan source of gas supply are served at high pressures
provides economical operation, particularly from the standpoint of
the investment entailed at the existing low customer densities.
The adequacy of the facilities is discussed below in considerable
detail.

Adequacy of Present Before drawing a conclusion as to the adequacy
Facilities and Other of the existing production facilities, a
Related Factors. discussion of the division of load between

the various gas plants, as well as an
examination of the company's load curve is of interest. The
volume of gas produced at the various plants during each of the
past 3 years in M.c.f. as well as in per cent of the total amount
produced is shown in tho following table:

1939 1938 1937
£ of % of % of

M.c.f. Total M.c.f. Total M.c.f. Total
Source
North Plant 317,575 16.9 164,969 8-7 250,334 12.5
South Plant 2.026 Q.I 4.857 0.2 7.966 0.4
Total Produced
by N.3.0.Co. 319,601 17-0 169,826 8.9 258,300 12.9
Purchased from
N.S.C.4 C.Co. 1.566.906 83.0 1.72;.100 91.1 1.741.037 87.1
Total 1,886,507 100.0 1,890,926 100.0 1,999,337 100.0

As will be noted from the figures above, the coke oven gas plant of
North Shore Coke 4 Chemical Company accounted for the bulk of the
Gas Company's annual requirements, and has been supplying between
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83 per cent and 91 per cent of the total annual gas requirements
of the system. Most of the balance was supplied from the North
Plant of the Gas Company, while the South Plant has been supplying
only a very minor portion and has been used mainly for peak-load
and standby purposes, as previously stated.

The accompanying curve gives a graphic picture of the daily
gas sendout of the system for the years 1938 and 1939, and for the
first four months of 19̂ 0. In addition, this graph shows the
division of load between coke oven gas, producer gas, and water
gas, and also gives the daily and monthly mean temperatures and the
active central house-heating jobs in service at the end of each
period. The latter two factors are included because they have a
very Important bearing on the maximum day sendout of the system.

As will be noted from the graph, the coke oven and producer gas
plants of North Shore Coke & Chemical Company carry the base load
of the system, while the water gas facilities owned by the Gas
Company carry the peaks. It will be noted also that the production
of water gas is heaviest during the heating season, although there
is some water gas production during the summer months, presumably
in order to keep the coke pile down within reasonable limits in
relationship to the anticipated demands of the coke market. It
is of interest to note that during tho months of May - September,
1939, there was a considerable water gas production. This is
partly due to a coal strike which went into effect at a time when
the Coke Company was about to bring in its year's.coal supply at
the opening of the navigation season. This strike, however, lasted
only six weeks whereas the production of water gas continued for
several months afterwards at a relatively heavy volume. It appears
to us, therefore, that the Gas Company continued the production of
water gas beyond the period necessitated by the coal strike probably
in order to show an improvement in its Income account for that year,
as the average production cost per M.c.f. of water gas was lower
than the average price it would have had to pay for gas purchased
from the Coke Company. While this is of no serious consequence,
it appears to us that if all of the production facilities were
owned by one company, such an arrangement would result in more
desirable flexibility toward operating the facilities as a whole
to better economic advantage. It should be noted that under
single ownership, and disregarding the fixed charges on the invest-
ment already made, the coke oven gas plant is by far the most
economical source of supply, and its gas output is limited within
practical limits only by the market's ability to absorb the coke
production at a good price.

The significant point disclosed by the aforementioned graph
is the tremendous increase which has occurred in the maximum dally
sendout, particularly during the past winter season when the
maximum day sendout established an all-time peak of 10,713 M.c.f.
The date of this peak was January 18, 19̂ 0, and a large part of the
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tremendous increase that occurred was undoubtedly due to the ex-
tremely cold weather which was experienced on that date and which
necessitated a large consumption on the part of house-heating
customers. The relationship between the maximum day sendout and
the number of house-heating customers served, for each of the past
several heating seasons is shown in the following tabulation:

Maximum Day % Increase No. of House % Increase
Sendout Over Previous Heating Over Previous

Heating Season M.c.£. Season Installations Season

1939-19̂ 0 10,713 27 1,067 2.7
1938-1939 8,443 2 1,039 15-5
1937-1938 8,260 18.5 899 9-2
1936-1937 6,972 0.5* 823 71.0
1935-1936 7,014 19 482 36.5
1934-1935 5,900 12.5 353 12.0
* Decrease

It will be noted that the recent 1940 peak exceeded the previous
season's maximum day sendout by 27 per cent, whereas the correspond-
ing increase in the number of house-heating installations amounted only
to 2.7 Per cent. The recent peak was accentuated by the sub-zero
weather which resulted in a daily mean temperature of about eight
degrees below zero during the peak day. The increase in the
maximum day sendout during the 1938 - 1939 season was quite small,
owing to the relatively higher temperatures which prevailed during
that season. It should be noted that the number of existing
house-heating installations, when coupled with sub-zero weather
Is bound to cause extreme increases in the maximum day sendout,
and this, in turn, will require the installation of additional
production capacity in order to carry such peak loads if the
company increases Its number of house-heating installations to any
material extent. As a general proposition, when the house-
heating load served by a manufactured gas company is developed
to a point whore a substantial investment for additional facilities
is required such load is not profitable at rates competitive with
other fuels, and this la true of the company under investigation.
The house-boating load has a rather poor annual load-factor of
the order of 25 per cent, and this means that the facilities
tied up In such service are fully~uSwl only a relatively short
period of time In the course of a year. In addition, the
connection of house-heating load beyond certain limits, results
in a relatively low load factor for the system as a whole, unless
a company is in a position to dovelop summer loads in order to
counterbalance the poor load factor characteristics of the
house-heating Installations.

As a matter of interest, we are giving below the annual load
factor of tho gas company's system for a period of years. (The
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annual load factor may be defined as the ratio of the actual
annual gaa output to the maximum possible gas output if the
system were able to deliver gas at the same rate as that
experienced during the peak-day sendout, expressed as a
percentage.) In the table below, the load factor is given on
two different bases - (a) on the basis of the maximum day
sendout and (b) on the basis of the average of the maximum day
sendout, plus that of the day before and the day after such
maximum day sendout. The annual load factors during the past
several years have varied as follows:

1939 1938 1937 1936 1935 1934

Maximum Day Basis 56.2 53-5 59-5 56.3 64.0 68.0
Three-day Average Basis 58-3 62.5 62.0 64.5 73.2 71-^

The above figures denote a relatively low annual load factor in
comparison with the load factors enjoyed by other gas systems. A
contributing factor to this showing is the peak imposed by the
increase in the number of house-heating installations. For
example, in 1934, when the company had only 353 house-heating
installations on its lines, the annual load factor on a maximum
day basis was 68 per cent, whereas due to the subsequent increase
in the number of house-heating customers the load factor dropped
to 53-1/2 per cent in 1938> and recovered to 56.2 per cent in 1939-
Owing to the severe peak which occurred in January of this year,
the annual load factor for 19̂ 0 will probably be lower than the
1939 figure. The load factor, of course, exerts a very important
influence upon the average costs of doing business and an increase
in the load factor through the development of summer loads to
fill in the valley of the present load curve would have a decided
beneficial influence upon net earnings.

It appears to us that under existing conditions the company
will find it advisable to take on only a limited number of
additional house-heating jobs, and its load-building efforts
from here on would have- to be more selective, if they are to be
carried out on a more profitable basis. What we particularly
have in mind is tho development of the more profitable cooking,
water heating and refrigeration load which is a year-round
business, and comes at the higher steps of the rate schedule.

In comparison with the maximum day sendout of 10,713,000 cu. ft.
experienced during tho past winter season, the gas plants
available to the system have a daily production capacity of
13>200,000 cu. ft., including the standby South Plant. In
addition, of course, the system is backed up by storage holder
capacity of 4,000,000 cu. ft. With the largest water
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gas machine out of service, however, the daily production capacity
would be reduced to about 9,200,000 cu. ft., and this does not
provide a large margin of protection during the peak-load season.
To provide a better margin of safety, and in order to meet future
increases in the peak demand, the company will provide a Butane
gas installation at the North Plant during the latter part of 19̂ 0.
Some of the equipment required for this Installation will be
transferred from tho coke plant where Butane-air gas was formerly
used for underfiring the ovens, and the total cost of the installa-
tion will amount to only about $10,000. The contemplated Butane
plant will be used for peak load and emergency purposes only and
will be capable of supplying about 3,500,000 cu. ft. per day, if
necessary. Incidentally, because of gravity and other considerations
involved in the mixing of gases, the amount of Butane gas that can
properly be mixed with wator gas and coal gas will have to be limited
to about 20 per cent of the total volume.

The production cost of Butane-air gas is estimated at about
per M.c.f. exclusive of fixed charges on the investment, and this
is a reasonable figure for peak-load gas.

Upon completion of the contemplated Butane gas plant, the company's
production facilities will have sufficient capacity to take care
of the growth in load for the next several years. However, in
the event that the company continues to take on a large number
of additional house-heating installations, the system will require
additional generating capacity two or three years from now.
Several alternatives are available for this purpose. One of
these is to install additional water gas capacity at the North
Plant or at the coke oven plant, or such additional water gas
capacity could be installed at the Deerfield station site.
This would require on additional Investment of between $150,000
and $250,000. However, it is quite conceivable that two or
three years from now the company might find it more economical
to consider the use of natural or mixed gas for at least the
southern portion of its system, and this would release sufficient
production capacity to take care of the growth in the northern
portion of tho territory. Such mixed gas could probably
be obtained from Peoples Gas Light it Coke Company through the
transmission facilities of Public Service Company of Northern
Illinois which now purchase substantially all of its gas re-
quirements from Peoples Gas Light and Coke Company.

It should bo noted in this connection that the natural gas
situation in the Chicago area may undergo considerable change
in the relatively near future. A rate caso is now pending
before the Federal Power Commission against the Natural Gas
Pipeline Company of America which is tho wholesale supplier of
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Federal Pover Commission and the Illinois Commerce Commission
has been made a party to the action. The Illinois Commerce
Commission has requested the Federal Pover Commission to order
an immediate reduction of $3*000,000 in tho charges made for
natural gas to the purchasing companies and the Illinois
Commission estimated that a 13,000,000 rate reduction would
still permit the pipeline company to amortize its entire average
investment from tho date of its inception to 1954, and at the
same time earn a relatively good return on the average in-
vestment. It is highly probable, in our opinion, that this
case, when finally settled, will result in a substantial
reduction in the goto rate, thereby affording a more economical
source of natural gas supply. It is highly possible, there-
fore, that the natural gas situation in this area could
conceivably change to a point where its adoption could be
found more economical for future expansion of load by companies
such as North Shore Gas Company through conversion to mixed
gas operation. It is also likely that some years from now
a second natural gas pipeline would be built to Chicago In
order to relieve the present line, and to provide a second
source of supply, and in order to utilize such pip3line capacity
effectively it is conceivable that a proper economic inducement
can be afforded to North Shore Gas for changing over to mixed
gas operation.

Another development that could conceivably have an important
bearing on the question of the future possibilities of mixed
gas operation is a recent application filed with the Federal
Power Commission by Western Natural Gas Company on May 28, 1940.
The applicant seeks a certificate of convenience and necessity
for the construction of a 770-mile, 24" natural gas transmission
line from the Hugoton, Kansas, field to Milwaukee, Wisconsin,
with laterals to other Wisconsin communities, including the
City of Kenosha, which is only 16 miles from Waukegan. Although
we have obtained a copy of tho above application and studied
its contents, a detailed discussion of this project is premature
at this time, except to note that if this pipeline is actually
built it could conceivably make available to North Shore Gas
Company an economical source of natural gas supply for mixed
gas operation.

It should be noted that in the present study we did not make
a thorough analysis of the economics of natural gas or mixed
gas operation Insofar as they would affect the future earnings
of North Shore Gas Company. We believe, however, that the
possibilities outlined above should be watched closely and
should be given serious study and consideration at the proper
time in the future.
The above discussion gives a general picture as to the adequacy
of the present production facilities and various alternatives
for taking care of future gas requirements. We shall now turn
to an examination of the adequacy of the transmission and distribu-
tion systems.



-30-
P

The transmission system has ample spare capacity and could probably
take care of a 50 per cent Increase in the present annual gas aend-
out without material changes. About thefonly major need in the
relatively near future is a 3*1/2 mile, 8" line extension in the
vicinity west of Lake Forest in order to reenforce that section of
the system, but this will require a capital expenditure of not
more than $40,000. Except for possible minor extensions and for
normal replacements, no other expenditures of major nature appear
necessary for the transmission system during the next ten years.

The distribution system also has sufficient spare capacity to take
care of at least a 50 per cent increase in load without necessitating
reenforcements of material nature. As previously noted, the dis-
tribution systems outside of Waukegan are operated at high pressure,
with separate regulators for each customer's service. This is
a highly flexible arrangement, and in the event of heavy increases
in load in certain parts of the system, the situation could readily
be relieved by Increasing the operating pressure. Furthermore, in
the event of mixed gas operation whereby the heat content of the
mixed gas would be 800 B.t.u. per cu. ft. as compared with the
present 5^0 B.t.u. standard, the capacity of the distribution system
would be automatically increased in proportion to the increase in
the B.t.u. content.

The existing distribution lines are extensive 'enough to cover
practically all potential customers in each community without
lengthy line extensions, except in the outlying sections. It is
estimated, however, that the company's service area includes about
1600 homes that are now beyond reach of the existing gas distribu-
tion mains, and most of these homes are located in the Waukegan,
Libertyville and Highland Park districts. Probably 50 per cent
of these homes now use electricity for cooking, and 560 homes use
bottled gas. Even if the distribution facilities were expanded to
reach these homes at some future time, the electric users cannot
be considered as potential gas customers, at least for years to
come. During the past fow years, the company has been cooperating
with the bottled gas dealers to the end of keeping as many of the
outlying homes from going over to electric cooking and looking
forward to a time in the future when the bottled gas installations
would be cut over to the company's system upon extension of the
existing gas mains to reach such customers. It appears to us
that it would be advisable for the company to adopt a somewhat more
liberal line extension policy, if its financial resources permit in
the future, in order to keep the new homes in the outlying sections
away from electric competition. In this connection, it is our
feeling that although, initially, the new gas line extensions to
such areas would yield a relatively low customer density, the
future additional building of homes which is anticipated for such
areas will increase the customer density to a point of bringing
about a reasonable return on the investment in the facilities
required to render the service.
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VALUATION

Ga.3 Company• The fixed capital of North Shore Gas Company as of
March 31» 1940, was carried on the books at a gross

figure of $10,105»291, while the depreciation reserve as of the same
date amounted to $1,251,159* making the net book value of fixed
property $8,854,132.

The above gross book figure Includes various Intangible Items such as
bond discount and expense charged to fixed capital during the years
1901 to 1915; par value of capital stock Issued In the years 1900,
1908, and 1912, primarily for franchises, good will, etc., and various
other intangible items. The company, however, in compliance with the
Uniform System of Accounts prescribed by the Illinois Commerce Com-
mission has made an original cost study of its property and plant ac-
count with the aid of Arthur Young & Company, certified public
accountants. As a result of this study, the utility plant account
was reclassified on the basis of original cost as of January 1, 1938.
The basis of this reclassification Is briefly as follows.

While the company's books showed a classification by primary accounts
of the property constructed subsequent to June 30, 1918 on an
original cost basis, no such breakdown was available for the property
built prior to that date. It was found from the records, however,
that the original cost of the property at June 30, 1918* amounted to
$1,468,424. This figure was adjusted for subsequent retirements at
original cost and the balance was allocated between the various primary
accounts on the basis of an inventory and appraisal of the company's
tangible property as of June 30, 1918, made by William A. Baehr,
consulting engineer, and then Vice-President of the company in charge
of operations. It should be noted that the aforementioned appraisal
was used merely as a basis for allocating the property between the
various classifications, but the figures themselves were based on
original cost.

In connection with the above original cost figure of $1,468,424
representing the original cost of the property at June 30, 1918, it
is interesting to note that the Illinois Public Utilities Commission
(now Illinois Commerce Commission) in an order dated December 30,
1920 found the original cost of the used and useful property of the
company, exclusive of going value and cash working capital and supplies
to be $1,800,000 undepreciated. ItJLS not clear from the Commission's
order as to whether Its finding of original cost applies to the
property as of the date of the order, but It appears that the value
found was as of December 31* 1919- The company's recent study of
original cost shows a corresponding value of only $1,512,203 as of
December 31, 1919, and $1,541,959 as of December 31, 1920, and both of
these figures are considerably lower than the $1,800,000 original cost
found by the Commission In the above-mentioned order. It appears that
the Commission's figure included an item for bond discount and expense
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which was segregated under utility plant adjustments in the company's
recent original cost study. In any event, from an examination of the
work sheets of the company's recent study, It appears to us
that the starting figure of $1,468,424 substantially reflects the
original cost of the property Involved and the same holds true of the
figures representing subsequent net additions.

According to the company's study, the property and plant account as
of December 31, 1939* is as follows:

Utility Plant in Service
Intangible Property $ 137,031.65
Tangible Property 6,134.343.99 $6,271,375.64

Utility Plant Adjustment Accounts
Utility Plant Acquisition

Adjustments 2,098,135.01
Utility Plant Adjustments 1,725,581.15 3,823,716.16

Total $10,095,091.80

Net additions to tangible property between the end of 1939 and
March 31, 19̂ 0, including work In progress, amounted to $10,198,
making the total value of tangible property as of the latter date,
$6,144,542.

The Intangibles of $137,031.65 Included abovo under "Utility Plant
in Service" are made up of the following items:

Organization $ 31,721.77
Franchises and Consents 102,002.93
Misc. Intangible Plant 3,306.95

$137,031.65

The Illinois Commerce Commission has not passed upon the above
original cost reclassiflcation of the property and has not indicated
what disposition should be made of the utility plant adjustment
accounts. For the purposes of the present analysis, however, we
would prefer to use the original cost tangible property figure of
$6,144,542 as a basis for arriving at the present value of the
physical property.

The following schedule giving additions and retirements from
June 30, 1918 to March 31, 1940, together with the amount of tangible
property on the basis of original cost at the end of each year may be
of Interest, particularly as an indication of the relative age of the
properties:
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Additions
during year
Completed

Construction

At June 30, 1918
July 1 to Dec. 31,1918 $

year 1919
1920
1921
1922
1923
1924
1925
1926 1
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939 64,

Jan.1,1940 to Mar.31,1940_6,

18,929
24,849
29,756
140,674
111,959
115,28S
303,818
714,644
,084,Q37
722,887
626,570
308,280
489,766
102,302

8,280
17,274
24,706
80,081
127,657
45,287

Retirements
during
year

$ 2,40.1
1Q,248
14,091
18,708
32,343
26,015
20,259
9̂ ,643
82,311
83,345
7,331
5,505
2,525
598

32,015
7,232
22,831
29,718
5,862

Balance
close of
year

$1,468,424
1,487,353
1,512,203
1,541,959
1,680,143
1,772,854
1,874,047
2,159,157
2,841,459
900,381
603,009

5,134,936
5,360,905
5,767,327
5,862,297
5,866,255
5,872,010
5,888,685
5,881,376
5,954,225
6,059,051
6,074,619
6,133,292*
6,139,982

Total 5,178,628 507,071
Physical property at March 31, 1940 (completed constr.)6,139,982
Work in progress 4,560

Total tangible property $6,144,542

* - Excludes $1,051 work In progress at the end of the year.

It will be noted that between July 1, 1918 and March 31, 1940,gross additions mounted to $5,178,623 which is equivalent to almost5$ of the total original cost value of tangible property as of
March 31* 19*0. Retirements during this same period have amounted
to $507,071 and It appears, therefore, that not much more than
$1,000,000 of the present property value represents property built
prior to 1919. It will be noted, also, that most of the gross
additions were made subsequent to 1923 and that a particularly heavy
construction program was followed between 1924 and 1930.

We have made an analysis of the overheads charged to construction
from 1919 down to March 31, 1940. Such overheads represented engineer-
ing and construction charges by the Baehr Organization, Inc., or
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Its predecessor, and amounted to $475,044. In addition, thd'e were
some charges allocated by North Shore Gas Company, but these are
negligible as they amounted to about $4,800. During the period
covered by the above charges, the construction as shown In the
schedule above totaled $5,159,699, and therefore the overhead charges
were equivalent to 10.2# of direct construction costs. This Is a
reasonable percentage, In our opinion, and It Is not necessary to
adjust the property and plant account for any excessive overheads.

We are therefore of the opinion that the undepreciated original
cost of the present tangible property may be taken at about $6,144,000.
On the basis of a recent Inspection of the physical properties and
from a study of the history of the property and plant account, It
appears to us that the present condition of the property on a com-
posite basis may be taken at about 81 per cent, and this results In
a depreciated original cost value of about $4,975,000. Incidentally,
the book depreciation reserve balance which amounted to $1,251,159
as of March 31* 1940, Is equivalent to about 20-1/2 per cent of the
original cost of the tangible property and Is therefore adequate, In
our opinion.

Coke Company. The balance sheet of North Shore Coke & Chemical
Company at March 31* 1940, carried the gross book

value of fixed property at $3,895,435, while the depreciation re-
serve of the same date totaled $625,252, making the net book value
of fixed property $3,270,183. The company has not restated Its
property and plant account on the basis of original cost as It
apparently feels that It Is not subject to the jurisdiction of the
Illinois Commerce Commission and such restatement of property value
Is not required In order to comply with the Uniform System of Ac-
counts prescribed by the Commission. However, from such Information
as Is available, we made a study of the property and plant account,
and the results of our study are summarized below.

The property and plant account contains the following Items:

Plant site and preliminary services carried at valuation
placed thereon by Board of Directors In the year 1927.
The Company paid $1,000 cash and Issued $250,000 par
value 7% Cumulative Preferred Stock and $199,000 par
value Common Stock to William A. Baehr for the land and
preliminary services. The Board of Directors, at a
meeting held February 21, 1927, declared the property
and services so received to be of a value In excess of
$750,000 thereby constituting payment In full for the
stock Issued and also constituting an additional pay-
ment of $300,000, which It directed to appear on the
books of the corporation as paid-in surplus. Mr. Baehr
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sold the preferred stock which he received in this
transaction and made a contribution to the company
of the proceeds from such sale less the cost of the
plant site to him. This contribution, In amount of
$102,160 was not applied as a reduction of the prop-
erty values but was credited to donated surplus
where It appears In the balance sheet - - - - - - - $750,000

Other property, plant and equipment carried at cost,
such cost Including engineering, supervision, In-
terest, amortization of debt discount and expense,
taxes and Insurance during construction. Included
herein are charges by the William A. Baehr Organiza-
tion (a proprietorship)and the William A. Baehr Or-
ganization, Inc. (an affiliated company and successor
to the business of William A. Baehr Organization) for
engineering services and supervision during construc-
tion of the company's coke plant, such charges being
sufficient to allow those organizations substantial
profits on their services. Major portions of the
profits so derived were contributed back to the com-
pany. These contributions, In total amount of
$33^>5^6 were not applied as reductions of the prop-
erty values but were credited to donated surplus
where they appear In the balance sheet - - - - - - $3,145,435
Carrying value as shown by balance sheet of

March 31, 1940 - - - - - - - - - - - - - - - - $3,895,435
As we interpret the above notations, which In substance have been
certified tg by Arthur Young it Company, and from other available
Information which we have obtained In order to bring the matter
down to date, the situation with regard to the Coke Company's prop-
erty and plant account Is as follows:
The original cost of the plant site to Mr. Baehr was $147,840 and
In effect, therefore, the land account contains a write-up of
$602,160. Aa will be noted from the above notation, Mr. Baehr
donated back to the company $102,160, which was credited to Donated
Surplus, tad in addition $300,000 of the above difference was credited
to Paid-in surplus. The balance of the write-up Is accounted for
by the comnon capital stock of $200,000. As previously noted, this
write-up is still in the present property and plant account and
therefore, for the purposes of an original cost study, it should be
eliminated from the present carrying value of the Land and Preliminary
Services Account. Including some subsequent expenditures, this ac-
count is now carried at $771,056 and by deducting the aforementioned
write-up of $602,160, the original cost of the plant site becomes
$168,896. It is worth noting in this connection, however, that
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because of its strategic location with respect to harbor
facilities, and other factors, this plant site, if it were to
be sold for industrial purposes at the present time, would
undoubtedly bring in a price considerably in excess of its original
cost. For the purpose of the present analysis, however, we shall
use the original cost figure of $168,896 for this item.

The other items of property and plant are carried at original cost,
except for the engineering fees and construction profits of the
Baehr Organization, and it becomes necessary, therefore, to
examine these charges. The total charges of the Baehr Organization
amounted to $490,165 from May 1, 192? to the end of March, 1940.
Of this amount $453*308 represents the charges covering the Initial
construction period of the plant, (May 1, 1927 to June 1, 1928)
while the balance represents charges made subsequent to that time.
As previously noted, Mr. Baehr contributad back to the company
$334,546 of such charges. This contribution was credited to the
donated surplus of the company, but was not applied as a reduction
to the plant account. Incidentally, the charges as a whole are
spread among the various property and plant account primary items,
and are not segregated. It appears to us, therefore, that the
above contribution of $334,546 should be deducted from the present
gross book value of fixed property as a step toward arriving at
original cost. After deducting this item, there would still
remain in the property and plant account $155.619 of engineering
fees and construction overheads paid to the Baehr Organization.
The direct construction, costs of the property, excluding land,
and exclusive of overheads and construction profits, amounted to
$2,408,152 and the above-mentioned figure of $155,619 for charges
paid to the Baehr Organization is equivalent to less than 6-
of the direct construction cost. In our opinion, this is a
reasonable percentage and does not require a downward revision.

After an elimination of the various items discussed above, the
property and plant account of the Coke Company as of March 31, 1940,
is as follows:

Land and Preliminary Services at Cost $ 163,396
Direct Construction Cost (Excluding
Overheads & Profits) 2.408.152
Total Direct Cost —^. 2,577,048

Overheada
Baehr Construction Charges $155,619
Interest During Construction 198,397
Amortization 12,525
Insurance 2,575
Taxes 3,212
Miscellaneous 5,85^
Organization 3.488 381.670

Total $2,958,718
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It will be noted that in addition to the allowance of $155,619
representing what appears to be a reasonable engineering and
constructioji supervision fee of the Baehr Organization, the property
and plant account contains other overheads such as interest during
construction, amortization, taxes during construction, insurance
and other miscellaneous items. The interest during construction
amounted to $198,397- The project was originally financed partly
by means of a 20-year 6# bond issue dated March 1, 1927, which is
prior to the beginning of construction on the plant, and partly
by the issuance of 1% preferred stock. Prom a discussion of the
subject with the auditor of the Baehr Organization, we understand
that the interest charged to construction represents the net
interest actually incurred after a credit of $60,142 received as
interest from the bank on the deposited cash, which was drawn upon
on the basis of engineers' certificates as the construction work
progressed. We also understand that the other overhead items
listed above represent actual amounts incurred in connection with
the construction of the project. The above charges are based
on a 15'fflonth construction period, and while the actual construction
work took only 12 months, it will be remembered that the construction
money was raised about three months prior to the beginning of actual
construction.

It is of interest to note that the total overhead expenditures of
$381,670 listed above are equivalent to 14.8£ of the total direct
cost of $2,577,048, and this appears to be a reasonable over-all
percentage in the light of the conditions under which the project
was constructed.

The gross additions to the coke oven plant subsequent to June 1,
1928, amounted to $514,707, while the retirements during the same
period totalled $91,327, resulting in net property additions of
$423,380. Gross additions and retirements are shown by years in
the following tabulation:

Additions Retirements

7/1 to 12/31/28 $219,899 $16,017
Year 192911 1930 88,704 12,000

" 1931 2,882 96
1932 9,622 1,558
1933 21,558 34,690
1934 1,037 2,415
1935 24,645 1,915

" 1936 7,182 9,866
1937 113,163 503
1938 4,981 6,542
1939, 17,512 5,725

1/1 to 3/31/40 3.522 -
$51̂ ,707 $91,327
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The relatively large construction expenditure of $113,163 made in
1937 represents principally the construction of the producer gas
plant which was placed in operation in September of that year, as
previously mentioned. It will be noted that about 86£ of the
present property and plant tangible value dates back to 1928,
while the balance is accounted for by the subsequent net additions,
particularly those made in 1930 and 1937.

The foregoing analysis points to the conclusion that the estimated
undepreciated original cost of the Coke Company's property is
approximately $2,958,000. Prom observations made during a recent
inspection of the property and from the history of the property
and plant account, we are of the opinion that the present condition
of the property is in the neighborhood of 84#. This results in
a depreciated original cost estimate of about $2,475,000, and this
is the figure which we shall use for the purposes of the present
analysis.

Earning Power As shown above the depreciated original cost
Considerations. estimates of the properties under investigation

are $4,975,000 for tho Oas Company, and $2,475,000
for the Coke Company, giving a combined figure of $7,450,000 for
the purposes of the present analysis. These figures are not
intended to be a criterion of possible rate-making values as in a
rate case some consideration might be given to reproduction cost
new, less depreciation, and an allowance might be made for in-
tangibles such as going concern value, in addition to the customary
allowance made for working capital and materials and supplies, which
would result in a rate base in excess of the above estimates.

The sound value of manufactured gas properties, however, is often
limited by lack of sufficient earning power at competitive rates,
and this has been characteristic of the industry as a whole.
Under such conditions rate-making value is of academic Interest
only. Therefore it is important at this juncture to examine the
relative earning power of the two properties under investigation,
and for this purpose we used the net earnings for the past five
years after making certain adjustments.

The reported earnings of the Oas Company for the years prior to
1939 were adjusted upward in order to reflect savings in the
purchased gas costs in accordance with the present terms of the
gas purchase contract with the Coke Company which placed in effect
a lower price schedule beginning with June 1, 1938. The reported
earnings of the Coke Company were adjusted downward correspondingly.
In making this adjustment, we assumed that the present gas contract
is fair to both companies. In arriving at adjusted net earnings,
we also eliminated the profits Included in the Baehr Organization
charges to these companies, thereby reducing such charges to actual
cost throughout the 5-year period. We also made an upward ad-
justment to the depreciation charges of the Coke Company in
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accordance with our ideas as to the annual depreciation requirements
of its property, and finally ve adjusted the income taxes of the
two companies in order to reflect the above changes in the income
account.

The adjusted net operating income figures for each company are
shown in the following tabulation. In addition, we are showing
in the table the annual rate of return on the respective depreciated
original cost property values arrived at above ($4,975,000 for the
Gas Company's property, and $2,475,000 for the Coke Company's
property). We are also giving similar figures for both properties
combined, which show the results of operation had these properties
been merged and operated as one .company during the 5-year period
under review. The tabulation is as follows:

5-Year
1939 1938 1Q37 1936 1935 Average

North Shore Gas Co.
Adj. Net Oper.
Income $191,753 $184,741 $183,609 $258,114 $264,493 $216,542

% Return on
Property 3-85 3-71 3.69 5-18 5-32 4.36

North Shore Coke &
Chemical Company.
Adj. Net Oper.

Income $151,502 $174,993 $325,887 $243,125 $ 95,804 $198,262
% Return on

Property 6.13 7-07 13-15 9-83 3-87 8.03
Combined Properties
Adj. Net Oper.

Income $345,259 $364,091 $518,059 $509,920 $372,537 $421,973
% Return on

Property 4.63 4.88 6.97 6.95 5.02 5-66

The above table shows that under existing conditions the Gas Company
is incapable of earning an adequate return on the depreciated
original cost of its property as such rate of return on the above
adjusted basis would have varied from a minimum of 3-69# in 1937 to
a maximum of 5-32J& in 1935, with a 5-year average of 4.36#. The
depreciated original cost of the Gas Company's property is equiva-
lent to about $184 per customer, while the corresponding undepreciat-
ed figure is $227 per customer. These are relatively high average
investment figures, particularly in view of the fact that the
company is not self-sufficient from the standpoint of production
facilities, and therefore has to carry the fixed charges on a
portion of the Coke Company's plant investment in the price paid
for purchased gas. This situation, however, is not due to in-
flated property values, but it is the result of the low customer
density per mile of transmission and distribution main previously
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discussed. The available data and time did not permit an analysis
of the rate of return earned in each of the operating districts
and communities served. It is obvious, however, that a very low
rate of return is being earned in the territory west of the North
Shore suburbs, as well as in the territory north and west of
Waukegan. As a matter of interest, the principal transmission
line extensions into this thinly populated area made by the company
between 1924 and 1930 required a capital expenditure of over
$250,000. The basic remedy for improving the rate of return in
these sparsely settled areas is an increase in customer density
through future population growth.

The adjusted earnings figures shown in the foregoing table indicate
that the Coke Company would have earned a reasonable rate of return
on the estimated depreciated original cost of its property in 1939
and 1938, while the good coke market enjoyed in 1937 and 1936 would
have resulted in high rates of return of 13.15% and 9-83# res-
pectively. On the other hand, in a poor coke year such as 1935,
the Coke Company would have earned a return of only 3.87#. The
5-year average net operating income would have been equivalent to
a rate of return of about Q% on the estimated depreciated original
cost of the property, and it might, therefore, be argued that the
gas prices specified in the present gas sales contract are not
fair to the Gas Company. It should be noted, however, that after
allowing for the necessary working capital and materials and
supplies, this return is reduced to about 6.1%. Furthermore, oven
if, for the sake of argument, the Coke Company's 5-year average
rate of return wore to be reduced to 6%, and the difference wcro
to have been passed on to the Gas Company by way of a lower gas
price, the corresponding 5-year average net earnings of the Gas
Company would have been equivalent to a rate of return of only
4-3/4# on the depreciated original cost of its property.

The above analysis shows that, at least under existing conditions,
the Gas Company's property is hampered by lack of sufficient
earning power, whereas the Coke Company would have been capable
of earning an adequate rate of return on its property even after
downward adjustments In its earnings such as those used in the
above discussion. When considering both properties as a single
operating unit, we find that the over-all rote of return on the
estimated original cost of the properties involved would have
varied from a low of 4.63$ In 1939 to a hiah of 6.97% in 1937
with a 5"year average rate of return of 5-06%. This shows that
particularly in relatively good coke market years, the properties,
if they were to be combined into a single corporate structure,
would possess a much bottor earning power than that now obtained
for the Gas Company alone, and this earning power would be further
improved as the customer density increases and the load-building
activities progress in the future. Under such conditions we
would not suggest a reduction in the property valuation estimates
arrived at above for over-all capitalization purposes, whereas under
the present set-up the depreciated original cost estimate found for
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the Gas Company's property would have to be scaled down when
considered from the standpoint of earning power support upon which
to base a separate capital structure for that company.

In conclusion, it appears to us that it is highly desirable to
merge the two companies into a single corporate structure, as this
would provide a much sounder basis for a refunding operation and
for a better over-all capital structure. The above analysis
points to the further conclusion that in view of the earning power
limitations prevailing under existing conditions, whereby the rate
of return on the estimated depreciated original cost of the com-
bined properties would have amounted to only 4.63# in 1939, and
to an average of 5-66# for the past 5-year period, even the merged
company would require a very conservative capital structure,
particularly from the standpoint of funded debt if the best long-
torm solution to tho problem is to be achieved. Tho advisability
of a merger will be discussed further from other angles in sub-
sequent sections of this report.

OTHER ASSETS

Gas Company. At March 31, 1940, current assets of North Shore Gas
Company amounted to $570,205 compared with current

and accrued liabilities of $254,961, giving the company net
working capital of $315,244. The current assets and current and
accrued liabilities are itemized below:

Current Assets;
Cash $ 87,882
Notes and Bills Receivable 520
Accounts Receivable $308,518
Less Reserve 20.712 287,806
Interest and Dividends Receivable ' 16,403
Materials and Supplies 99,464
Restricted Funds 150
Debt Service Fund 2,980
U. S. Treasury Bills 7S.OOP

Total Current Assets $570,205

Current and Accrued Liabilities;
Accounts Payable _̂ ^ 38,049
Consumers' Deposits ~̂~""~ 31*477
Stock subscription cancelled 633
Accrued Interest on funded debt 48,760
Accrued Interest on consumers' deposits 15,944
Taxes 58,870
Occupational Tax 2,076
North Shore Coke & Chemical Company SQ.152

Total Current and Accrued Liabilities $254,961
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A further explanation of some of the major items listed above la
as follows:

The free cash, plus the $75,000 U. 3. Treasury Bills, totalled
$162,382, and this compares with an average month's operating
expenses and taxes for 1939 of $96,365.

The accounts receivable aro divided as follows:

Consumers - Gas Accounts $150,067
Consumers - Merchandise Accounts 157*772
Residuals 393
Miscellaneous 285

Total $308,517
The reserve for uncollectible accounts of $20,712 is considered
by the management to be adequate. During the calendar year 1939*
additions to this reserve were made in the amount of $7*488, and
$6,766 of uncollectible accounts were charged off. At December
31, 1939, only $17,231, or approximately 12% of the accounts
receivable from gas consumers were more than thirty days old.
At the same date, $21,469, or approximately 12££ of the accounts
receivable from merchandise customers were more than thirty days
old. Accounts receivable from gas consumers at March 31, 1940,
exceeded February gas sales by approximately $8,500, indicating
that the company is not confronted with any unusual delinquent
account problems.

Materials and supplies totalling $99,464 include $46,793 of
merchandise in stock. This compares with merchandise sales for
the first quarter of 19̂ 0 of $33,385-

Consumers' deposits are divided between $27,̂ 56 which bear interest
at 6£ and $4,021 which bear interest at 5%. The rate of interest
on meter deposits was reduced from 6% to 5£ on new accounts since
May 20, 1939. The trend in the industry has been towards lower
rates on meter deposits and thoir refund as rapidly as credit
conditions permit. It would seem to us that the company should
give serious consideration to refunding the deposits to such
customers aa have established their credit, as this would reduce
interest charges and improve public relations.
The $59,152 payable to North Shore Coke £ Chemical Company, carried
on the Oas Company's balance sheet under Intercompany accounts,
is one month's gas purchases from that company.

The remaining items in the above accounts are largely self-
explanatory. It is to be noted that no unbilled revenue is
carried on the balance sheet.

Net working capital of $315,244 as of March 31, 1940 was equivalent
to $11.60 per meter and compares with an average month's operating
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revenues for 1939 of $121,700, and with an average month's operating
expenses of $96,365. This Indicates that the company is in good
working capital position.
Other assets of the company were relatively small and consisted
principally of $46,9̂ 9* representing appliances installed on
customers' premises under rental-purchase contracts, less a reserve
of $3,000 for possible losses on repossession of this equipment.
The company follows the policy of installing water heaters and
conversion burners in the customers' premises under a rental-
purchase plan which permits the customer to use the installation
on trial, meanwhile paying a monthly rental for its use. Should
the customer contract to buy the Installation, the full amount of
the rental paid is credited on the sales price. Prior to June 1,
1937, such trial deals were treated as merchandise sales, but
at that date this was changed and they wore transferred from
current accounts receivable to this special account. In order
that no profit would be taken upon tho books of the company until
the customer has elected to purchase the appliance, the cost only
of the installation has been charged to this account and the
monthly rentals paid credited thereto.

The company owns two shares of capital stock of the First National
Bank of Vaukegan, and eight shares of capital stock of the First
Lake County National Bank at Libertyvillo at an aggregate cost of
$360.

In addition, the balance sheet showed prepaid item's of $13,198
representing insurance, rents, etc.

Under deferred charges, the balance sheet contains an item of
$26,006 which represents expenses incurred in 1931 In connection
with a natural gas study made in 1931, and no portion of this item
has as yet been amortized.

At March 31, 1940, North Shoro Gas Company owned $1,576,250
principal amount of 5-yoar, 4£ debentures of North Shore Coke &
Chemical Company, duo January 1, 19̂ 2. These debentures were
purchased from the North Shore Coke 4 Chemical Company out of tho
proceeds of the $5*100,000 North Shore Gas Company and North Shore
Coke and Chemical Company Joint First Mortgage 4£ Bonds, Series A,
due January 1,-19̂ 2. The debentures are identical as to maturity,
rate of interest, prepayment provisions and debt service fund with
the aforementioned Joint First Mortgage Bonds, and are designed
to put the Gas Company in funds with which to take care of one-third
of such first mortgage bonds. While these debentures are carried
on the company's books at par, they were purchased at 97 and the
3$ discount was charged to unamortized debt discount and expense.
Pursuant to the agreement dated January 1, 1937* between the two
companies, the debentures are being retired by the debt service
fund at par. The original amount purchased by the company was
$1,700,000. Inasmuch as these debentures are an offsetting item,
wo are not including them in this valuation.
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Unamortized debt discount and expense amounted to $94,642 at
March 31, 19̂ 0, of which item $48,750 is equivalent to the discount
as yet unrealized on the investment in the 4# Debentures of North
Shore Coke 4 Chemical Company. This discount is credited as the
debentures are retired. The balance of debt discount and expense
is being amortized over the life of the Joint First Mortgage Bonds.

In summary, the value of the company's net assets other than
physical property may be taken at about $359*000 for the purposes
of the present analysis, and this, added to the depreciated original
cost of the physical property of $4,975,000 previously arrived at
above, results in a total net asset value of $5,334,000.

Coke Company. The March 31, 19̂ 0 balance sheet of North Shore Coke
& Chemical Company shows total current assets of

$682,392, compared with total current and accrued liabilities of
only $68,835, thereby resulting in net working capital of $613,557-
The current assets and current and accrued liabilities are itemized
below:

Current Assets;
Cash $ 35,355
U. S. Treasury Bills 250,000
Accounts Receivable, less reserves 33,073
Interest and dividends receivable 5,1̂
Materials and Supplies 299,025
Repayments .640
Receivable from North Shore Gas Co. 59.151

Total Current Assets $682,392

Current a,nd Accrued Liabilities;
Accounts Payable 1̂ ,387
Taxes Accrued 38,198
Interest Accrued 16.250

Total Current and Accrued
Liabilities $ 68,835

The above tabulation Indicates that this company was in an excellent
current position at March 31, 19̂ 0, as cash on hand, plus $250,000
U. 3. Treasury Bills totalled $285,355 which compares with an
average month's operating expenses of only $75,878 for 1939.
Accounts receivable totalled $33,9̂ 8 against which a reserve of
$875 was carried. The company Is currently selling its coke
through Pickands, Mather & Company under an arrangement whereby
this agent receives a 5$ commission on the net selling price to the
company after deducting freight charges, and the agent stands all
uncollectible accounts. The other by-products are sold direct
by the company through a relatively limited number of accounts
and excellent collections arc being experienced. The above reserve
covers in full certain old accounts rather than current accounts
and appears to be adequate under the selling arrangements described
above.



Materials and supplies of $299.025 were accounted for as follows:

Coke $106,778
Breeze 1,644
Producer fuel 3,358
Tar 840
Sulphate 454
Sulphate paste 2,272
Production Stock 179,214
Deferred Production Stock 105
Miscellaneous Stock 4.360

Total $299,025

The coke inventory is valued at the arbitrary figure of $4.50 per
ton as compared with an average price of approximately $6.35 Per
ton actually realized during 1939• The company had on hand 23,728
tons of coke at March 31, 19̂ 0. Production stock consisted
primarily of 3 different coals, valued at cost to the company,
including expenses of unloading the coal. The inventory of coal
for carbonization was reduced from $358,814 at December 31, 1939
to $177,921 at March 31, 19̂ 0, and the inventory of coke was
reduced from $134,407 to $106,778 during the same period. Total
inventories declined from $504,652 to $299,025 during this period.
This is a seasonal decline in inventory and the resulting gain
in cash, together with a portion of cash on hand, has been invested
in U. S. Treasury Bills. It will be remembered that the company
brings in its coal supply during the navigation season over the
Great Lakes.

The remaining items listed under Current Assets and Current and
Accrued Liabilities in the above tabulation are largely self-
explanatory and need no further comment.

The March 31, 19̂ 0 balance sheet of the Coke Company includes the
following items:

Common Stock (60$) 3. W. Shattuck
Chemical Company $ 28,992

Common Stock (100$) North Continent
Mines, Inc. 44,75̂

Note Receivable - 3. W. Shattuck Chemical Co. 11,647
Interest Receivable - North Continent Mines,Inc. 3,165

- S. W. Shattuck Chemical Co. 1,980
Open Account - 8. V. Shattuck Chemical Co. 106,069

- North Continent Mines, Inc. 211.021
Total $407,628

The foregoing items represent an outside investment made by the
Coke Company in these companies. The investment was originally
made in 1934 and involved an initial cash outlay of about $134,887.
Subsequent advances, however, plus accumulated accrued interest
brought this investment to the above figure of $407,628 as of
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March 31, 1940. The actual net cash invested by the Coke Company
or realized during each calendar year In the above tvo enterprises
is as follows:

The S. W. Shattuck North Continent
year Chemical Company Mines. Inc. Total

1934 $56,516 $78,051 $134,567
1935 22,199 59,864 82,063
1936 9,717 59,880 69,597
1937 576 - 576
1938 9,569* 6,672 2,897»
1939 5̂,188 7,268* 37,920
3 Mos. - 1940 12,590* - 12,590*

* - Denotes cash received.

The above figures show that from a cash standpoint these enter-
prises have imposed a considerable burden on the Coke Company as
the actual cash outlays during the above period amounted to
$324,723 whereas the cash withdrawals totalled only $15,487.

We, of course, are not in a position to give an expert opinion
on the value of these investments as they are outside of the public
utility field. The following comments, however, pertaining to
the history and operations of these companies may be of interest.

The property of the North Continent Mines, Inc., prior to the
purchase of its coranon stock by the Coke Company was owned by
Mr. J, Seward Potter, who is now vice president of the S. W. Shattuck
Chemical Company and present holder of 4o£ of its common stock.

The S. W. Shattuck Chenical Company, with plant located in the City
of Denver, processes rare notal ores including molybdenum, uranlun,
tungsten, and radiun. Its present business is primarily nolybdonun
products and iron vanadiate. The company purchases concentrates
from producers and further refines them, selling the oxides, etc.
to various manufacturers. The company's sales for the past six
years have been aa follows:

1934 $ 38,037
1935 -—*- 108,640
1936 1*9,413
1937 289,033
1930 290,608
1939 7̂5,778

The property of the North Continent Mines, Inc., located in San
Miguel County, southwestern Colorado, is in that section of the
United States where carnotite and vanadium ores are found ex-
clusively. The company owns various claims which have been added
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to from time to time, reported to be adequate to supply its
operations for many years. The principal product is Vanadium
Pent -oxide which is crushed in its mill, sized and packaged, and
shipped to the purchasers, primarily S. W. Shattuck Chemical
Company, Denver. In addition, the company produces radium slimes,
which are currently being stored because of the present price of
radium, resulting from the recent Canadian discoveries. At the
time of tho Coke Company's purchase, radium was expected to be a
profitable phase of this operation. The company's sales for the
past six years have been almost entirely to S. W. Shattuck Chemical
Company and are as follows:

$ 4,902
1935 3̂ ,961
1936 59,316
1937 52,126
1938 157,3̂ 8
1939 230,827

The original intention was to treat the ore of the North Continent
Mines, Inc. with ammonium sulphate from the plant of the Coke
Company, but this process was found to be uneconomical. However,
we gather that the investment was made on its merits anyway, al-
though the Coke Company's attention had been drawn to the matter
initially as a market for one of its by-products.

North Continent Mines, Inc. shows an earned deficit on its balance
sheet of $9*572. However, its profit and loss statement for the
calendar year 1939 shows net income of $5,508. The 3. W. Shattuck
Chemical Company shows an earned deficit on its balance sheet of
|30,214. However, this company earned c. net profit for 1939 of
$7,155. The foregoing profits of both companies were after
accruing interest on the indebtedness to the Coke Company.

William A. Baehr Organization, Inc., expresses the opinion that
both companies should continue on an increasingly profitable basis,
and, barring unforeseen developments, will not be the financial
burden in the future that they have been in the past.

As previously mentioned, the total investment of the Coke Company
in North, Continent Mines, Inc., as of March 31, 1940, exclusive
of any reserve for losses, was $258,9̂ 0, which compares with 1939
not earnings of $17,060 available for interest and dividends.
Such earnings are equivalent to a return of 6.6$ on the Coke
Company's investment in this enterprise. These earnings were
available to the Coke Company, $11,552 as interest on the advance,
and $5,508 as equity earnings on the common stock. Similarly,
the total investment of the Coke Company in S. V. Shattuck Chemical
Company was $148,687 which compares with 1939 earnings of $10,006
applicable to such investment. These earnings were available to
the Coke Company, $6,713 as interest and $4,293 as equity earnings
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on 60# of the common stock. The combined earnings of the two
enterprises applicable to the Coke Company's investment of
$407,628 were equivalent to a return of 6.6# on such Investment,
but as will be noted from a preceding tabulation, the Coke Company
drew down only $7*268 from the North Continent Mines, Inc., and
on the other hand, it put in an additional $45,188 in the 3. W.
Shattuck Chemical Company in 1939- Whether or not the future
operations and cash requirements of these two enterprises will be
such as to permit cash payments to the Coke Company, or whether
or not the Coke Company will be required to advance additional
money to them, we are not in a position to state, but, during the
past several years, these enterprises required substantial ad-
vances of money on the part of the Coke Company, as previously
noted.

Judging from the present earnings trend, these enterprises could
conceivably become quite profitable in the future. It is our
opinion, however, that investments of this type have no place
in a public utility situation, and we would prefer to see them
disposed of ultimately when the proper opportunity presents itself.
Accordingly, we have made no attempt to evaluate these holdings,
being of the opinion that they are worth only what they would
bring in liquidation, and such liquidation is a practical problem
for the management. The worth of these holdings would appear to
be largely a matter of their geological importance to potential
buyers, a matter on which we are not prepared to give an opinion.
Under the circumstances, we would prefer to see these holdings
liquidated, and the proceeds of their sale used to reduce the
capital charges of the Coke Company from the standpoint of long-
term policy.

Another asset appearing on the Coke Company's balance sheet is
funds in closed banks in the amount of $4,726, which appears to
be amply covered by a reserve of $4,064, inasmuch as the company
is receiving some recovery from time to time on this item.

The balance sheet at March 31, 1940, also showed unamortized debt
discount and expense in the amount of $68,311, which represents the
unamortized balance of debt discount and expense on one-third of
the Joint First Mortgage 4£ Bonds, Series A, due January 1, 1942.
The balance sheet also showed a deferred debit item of $330,000
which represents the discount on the 1% preferred stock.
In conclusion, the net assets of the Coke Company other than
physical property may be taken at a value of approximately $613,000
for the purposes of the present analysis, and this, together with
the estimated depreciated original cost of $2,475,000 previously
arrived at for the physical property, makes the total not value of
all assets $3,088,000. This, however, excludes the company's
investment in 3. V. Shattuck Chemical Company and North Continent
Mines, Inc., upon which ve arc not in a position to place a value
and which could conceivably bo disposed of at a substantial price.
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EARNINGS

The accompanying tables show comparative income accounts of the
Gas Company and the Coke Company respectively for the calendar
years 1930 - 1939 Inclusive, and also for the twelve months ended
March 31, 1940. A third table shows a corresponding combined
Income account for the companies after eliminating Intercompany
transactions and this table, in effect, presents the operating
results as though the two systems were operated as one company.

In view of the many changes which have taken place during the
period under review, the individual Income accounts will not be
analyzed in detail at this time, but will be treated more fully
on a combined basis under subsequent headings in this report.
The following comments, however, relating to tho general trend
experienced, may be of interest.
It will bo noted that in the case of the Gas Company tho revenue
from gas sales declined without interruption between 1930 and
1935. This decline amounted to about 25$. Tho gas revenues,
however, resumed their upward trend after 1935 and from there on to
tho year ended March 31, 1940, they showed an increase of about
12% which is a better recovery than that experienced by many
other manufactured gas companies. It should be noted, however,
that the revenue for the latest 12-month period was still 16#
below that obtained In the 1930 peak year. The volume of gas
sold declined from 1,465,462 M.c.f. in 1930 to 1,161,803 M.c.f.
in 1934, a drop of 20-1/2$. The subsequent Increase between 1934
and 1939 amounted to 33$, and it is noteworthy that the gas sales
of 1,541,467 M.c.f. in 1939 exceeded those for the 1930 peak year
by about 5i#. The customers served decreased from a predepression
peak of 25,150 reached in 1930 to 23,713 In 1933, a decline of
5-3/4$, but a substantial Increase was experienced subsequently
to a new peak of 27,107 customers at the end of 1939. The follow-
ing pertinent statistics are of interest in connection with the
trend experienced by the Gas Company during the period under review.

Year
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939

No. of Motors
In Use

f Year)
25,150
24,215
23,784
23,713
24,252
25,059
25,717
26,413
26,565
27,107

Average Annual
Salea pgr Mater
M.e.f.
58.3
57.2
56.0
50.7
47-9
48.7
49.7
51.9
54.8
56.8

ovenue
71.10
70.30
67.00
60.10
55.10
53.50
53.20
51.90
52.90

Average Revenue
per M.c.f. Sold

,22
.23
,20
.87
.15
,10
.07
,00

52.90

1,
1,
1,
1,
1,
1,
1,
0.97
0.93

It will be noted that tho average price of all gas sold declined
from $1.23 In 1931 to $0.93 In 1939, or 24#. It is encouraging
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to note that average use after a relatively large drop between 1930
and 1934 resumed an upward trend. The average annual bill, however,
did not reverse Its downward trend until 1938, and even then It
remained practically stationary during the past two years after a
relatively small Increase. While the company made rate reductions
on several occasions during the period under review, a considerable
portion of the decline in average price is due to changes in the
character of the load rathor than to rate reductions. The company
lost a considerable volume of water heating business which yielded
a relatively high average price, whereas It has taken on a large
volume of house -heat ing business at a much lower average price as
will be discussed in more detail later on In this report.
Operating expenses of the Gas Company have been affected to a
marked degree by changes which were made in the gas purchase
contract with the Coke Company, whereby the average price paid for
gas was reduced substantially, particularly since 1935, as will be
noted in a subsequent section of this report. In addition, there
were downward changes in the price of coke which the Gas Company
purchased for water gas generator fuel from the Coke Company, and
this, In turn, affected the production cost of water gas to some
extent.
Another Item of expense which showed substantial reduction for
both companies was the fees paid to the Baehr Organization aa will
be shown later. These fees are included under Administration and
General Expenses in the accompanying tables and account to a
considerable extent for the variations shown in that Item during
the period under review.

The variation in the other items of operating expense, particularly
the Increase shown during recent years, is principally due to
payroll increases in order to conform to the N. R. A. and other
Federal legislation affecting wages and hours of work, and this is
In line with the general trend experienced by most utility companies.
The payroll of the Gas Company increased from about $217,500 for
1933 to $317,800 for 1939, an increase of 46$£. The corresponding
increase in the case of the Coke Company was from about $136,000
In 1933 to $191,000 in 1939, an increase of
It is of interest to note the large increase in sales promotion
expense, particularly subsequent to 1936. This reflects the more
aggressive load-building activities which the company has been
carrying on during recent years.
In line with the general experience of the utility industry, the
taxes of the Gas Company increased sharply as the Increase in
general taxes alone amounted to 87$£ between 1933 and 1939 • The
corresponding increase in the case of the Coke Company amounted to
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In the case of North Shore Coke & Chemical Company, the substantial
increase which occurred in the revenues derived from the sale of
coke was sufficient to offset the reduction in income as a result
of the change in the price of gas to North Shore Oas Company in
1935, and the gross revenues of the Coke Company in 1935 were
substantially the same as those derived under the higher gas
prices in effect in 1934. The higher coke revenues received in
1935 were primarily due to better average coke prices rather than
to a substantial increase in volume. The average price of coke
continued upward through 1938, and this, together with a very good
volume of coke sales enjoyed in 1936 and 1937, accounts for the
substantial increase in gross revenues shown for those years in
the accompanying table. The volumeof coke sales showed a drop
of about 33# between 1937 and 1939, and this, together with a
decline in the average price per ton, accounts for the decline in
revenues experienced during that period. As previously mentioned,
the over-all earnings of the Coke Company are influenced to a
marked degree by the conditions of the coke market, and this factor
is bound to result in relatively wide fluctuations in the company's
earnings similar to a concern of industrial nature.

With respect to the Coke Company's operating expenses, the two
most Important factors are, of course, the cost of coal and the
conversion labor, in the order named. The Increase in payroll
has already been mentioned above. The average cost per ton of
coal, including a small handling charge, declined 13$ between
1930 and 1932, but experienced a subsequent increase of about 2Q%
between 1932 and 1939* This average cost, however, remained
practically stationary during the past three years, and the 1939
average cost per ton was only about 9% higher than the correspond-
ing 1930 figure.

The following table gives a clear picture of the trend of net
operating income for the period under review. In order to
eliminate the influence of varying depreciation charges, the figures
used for this purpose are the net operating income before deprecia-
tion. These figures have also been translated to index numbers
using 1930 as a base (i.e., 1930 net operating Income • 100$).
The results are as follows:

Qopblned Basis
IIndex - 9Year

1930
1931
1932
1933
1934
1935
1936
1937
1938
1939

Q&B Conn
* 1

521,527
577,861
493,046
393,739
269,345
327,926
332,049
231,010
275,203
304,040

•tfinv
[nd«T - *

100.0
110.8
94.5
75.5
51.6
62.9
63.6
44.2
52.6
59.3

12 mos. ended
3^31/40 300,545 57.5

Cokei
405,745
258,444
165,731
246,633
274,416
194,693
332,258
447,769
226,057
220,502

Cornea nv
Index - %
100.0
63.6
40.8
60.9
67.548.0
81.8
110.0
65.6
54.5

219,330 54.0

937,710
830,327
674,379
652,910
552,068
534,861
672,990
687,942
546,217
526,546

522,010

100.0
88.8
71.8
69-5
58.8
57.0
71.8
58^2
56.1

55.6
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In view of the changes which have taken place in the gas purchase
contract, the combined figures for both companies given above
afford the best basis for judging the trend. It will be noted
that the net operating Income of the two properties combined showed
a sharp downward trend reaching their first minimum point in 1935*
and the net operating income in that year was equivalent to 57#
of the 1930 figure. In 1936 the figure increased to 71.8# and in
1937 to 73.4#. These increases, however, were primarily due to a
relatively good coke market and not to any substantial improvement
in gas operations. The downward trend was again resumed in 1938,
and for the twelve months ended March 31* 19̂ 0, net operating
income, before depreciation, reached a new low point which was
equivalent to only 55«6# of the 1930 results.

While the above figures indicate a decidedly unfavorable trend in
net operating income, it should be noted that the experience of the
properties under investigation is in line with the experience of
tho manufactured gas Industry as a whole, and likewise follows
closely the experience of a number of Individual companies distribut-
ing manufactured gas which we have analyzed, although a number of
such companies have experienced some recovery in net operating
income during tho past two years in relationship to their previous
low point. Comparatively speaking, it appears that the combined
North Shore system is somewhat more dependent on coke sales than
some of the other systems, and during periods of good coke market
conditions, its not earnings would show a substantial increase such
as that experienced during 1936 and 1937* for example.

Analysis of We are giving below a breakdown of the gas operating
Gas Revenues, revenues for the year 1939 by customer classes, to-

gether with the corresponding M.c.f sales and average
realization per M.c.f. sold to each class.

Qaa Revenue Gas Sold_____ Avg. Rev. ^
Amount% of Total M.c.f.t of Total per M.e.f.Sold

Residential $1,275,492 88.7 1,337,471 86.7 95.2
Commercial 100,260 7.0 104,242 6.8 96.2
Industrial 59,271 4.1 97,384 6.3 61.0
Municipal Ltg. 2.268 __̂  2.370 0.2 Q5.6

Total $1,437,291 100.0 1,541,647 100.0 93.2

It should be noted that the totals shown in the above table do not
check with the corresponding figures shown on Page 7 of the report.
The reason for this is that the latter figures include forfeited
discounts and interdepartmental sales, whereas the figures in the
above table represent only the net billings to the consumers. The
above tabulation shows'an excellent diversification of gas revenue,
as industrial sales accounted for only 4.1# of the total gas
operating revenue in 1939, with the balance being accounted for by
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the stable classes of service. It will be noted particularly
that the residential class of service accounted for 88.7£ of the
total gas revenue and for 86.1% of the M.c.f. sold. As will be
shown in a subsequent paragraph, however, about 20# of the residential
revenue comes from house-heating service and this, of course, is
influenced to some extent by the weather conditions prevailing
during the heating season.

The company has 7 different rate schedules in effect. These rate
schedules are on a cu. ft. basis and apply uniformly throughout
the entire territory served. In view of the fact, however, that
the heat content of the gas is 565 B.t.u. per cu. ft. for the low
pressure system serving the City of Waukegan as compared with a
540 B.t.u. standard maintained in the high-pressure area, the rates
applicable outside of Waukegan, in effect, are about 5# higher on
a therm basis. This differential is not subject to serious
criticism, in our opinion, as the cost of rendering the service in
the high-pressure area is considerably higher than that for Waukegan
owing to greater transmission and other costs.

Prom the standpoint of the relative volume of sales, the three most
important rate schedules are the so-called "General Rate" the
"Optional Automatic Water Heating Rate" and the "Optional Combination
Space Heating and/or Air Conditioning Rate." Each one of these
rates is available to customers in any class of service that qualifies
under the provisions specified in the rate schedule, particularly
as to the minimum charge. For example, commercial or industrial
customers using gas for space-heating in addition -to other purposes,
and who can obtain service at a lower cost under the space-heating
rate are billed under that rate for their entire consumption rather
than under the general rate. The three principal rate schedules
referred to above are as follows:

General Rate

First 400
Next 5,000

" 10,000;; 15,000
" 20,000
" 50,000

Over 100,400
Minimum Charge

cu.it ft,it per month $ .60
1.27 Per M.c.f.
1.15
1.05
.95
.85
.75
.60 per month

Optional Automatic Water-Heatinc Rate

First 400 cu. ft. per month
Next 2,000 " " " "
" 3,000 " " " "

Over 5,400 " "
Minimum charge

$1.00
1.27 per M.c.f.
T AO " »1.00
.70 "

1.00 per month
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Optional Combination Space Heating and/or Air Conditioning Rate

First 400 cu. ft. per month - $1.00
Next 2,000 " " " " 1.27 per M.c.f.

3,000 " " " " 1.00 "
" 15,000 " " " " .50 "

Over 20,400 " " " " .45 "
Minimum charge - $100 - per meter per year

In 1939, the billings to the various classes of customers under
the above three rate schedules accounted for 90.4# of the company's
total gas revenues and for 89«5# of the total M.c.f. volume of
sales, as vill be noted from the following tabulation:

Comner- Indus- % of Co.
Residential cial triftl %otal Total

Revenue
General Rate $ 703,84? $ 62,268 $ 9,494 $ 775,609 54
Optional Automatic
Water Heatg. Rate 218,215 31,055 5,276 254,546 17.7
Optional Combination
Space Heating Rate 265.432 4.007 - 26Q.43Q 18.7

Total $1,1§7,494 $ 97,330 $14,770 $1,299,594 90.4
M.c,f. 3ales
General Rate 538,142 62,770 9,040 609,952 39.5
Optional Automatic
Water Heatg. Rate 220,487 40,974 7,253 268,714 17.4
Optional Combination
Space Heating Rate 4QS.772 6.Q43 - 502.715 32.6

Total $1,254,401 $110,687 $16,293 $1,381,381 89-5
Average Pr̂ ee per M.c.f. Sold
General R a t e $ 1 7 3 1 $0.99 $1.05 $1.27
Optional Automatic Water
Heating Rate 0.99 0.76 0.73 0.95

Optional Combination Space
Heating Rate 0.54 0.58 _;_ 0.54
Composite Average $0.95 $0.88 $0.91 $0.94

The above table also shows the average realization per M.c.f. sold
under each of the rates, and it vill be noted in that connection
that the general rate resulted in a relatively high price of $1.27
per M.c.f. while the average prices obtained under the other two
rates were considerably lover, as would be expected.
A further analysis of the residential revenues for 1939 shows that
over 55# of such revenues were billed under the general rate, 11%
under the optional water-heating rate, and 2l£ under the optional
combination space-heating rate. The balance was accounted for by
billings under another water-heating rate and under two other
spaco-hoatlng rates which, however, aro higher for large users thc.n
tho rates shown abovo.
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It should be noted that all residential customers not having an
automatic water heater, or not using gas for space-heating, are
billed under the general rate, while the entire consumption of a
customer using service for cooking and automatic water-heating is
billed under the water-heating rate and, similarly, the entire
consumption of a customer using service for cooking, space-heating
and water-heating is billed under the space-heating rates.

In order to show the position of the company's principal rates
with respect to relative rate level and promotional attractiveness,
we arc giving below a tabulation of computed monthly bills at
various consumptions obtained under the rates charged by tho company,
and under the rates charged by tho three other gas companies serving
the greater Chicago area. In view of tho fact that the other
companies servo 800 B.t.u. mixed gaa, wo have converted the con-
sumption blocks to therms in these computations in order to place
then on a comparable basis• By way of further explanation, it
may be stated that a monthly consumption of 10 therms represents
the average usage for cooking purposes, while the 20 therm block
may be taken to represent cooking and refrigeration. The 30 thcrin
block may be taken as the consumption for cooking and automatic
water-heating, and tho 40 thorm block is representative of the
monthly consumption for cooking, automatic water-heating and
refrigeration. Tho 100 - 500 therm blocks include gas used for
house-heating purposes, in addition to the other uses mentioned
above. The comparison is as follows:

10 20 30 40 100 200 300
Therms Therms Therms Therms Therms Therns Therms

North Shore Gas Co.
Waukegan $2.34 $4.59 $6.41 $7.68 $12.65 $20.75 $28.72
All Other Towns 2.44 4.79 6.69 7.95 13-11 21.52 29.85
P. S. Co. of Northern
Illinois 2.15 4.20 5.45 6.65 10.75 17-75 24.75

Western United Gas
& Electric Co. 2.33 4.60 4.84 6.24 9«90 17.40 24.90
Peoples Gas Light 4
Coke Co. 1.84 3.39 4.65 5.35 9-55 16.55 23-55
It will be noted from the above comparison that the residential
rates of North Shore Gas Company are generally higher than those
charged by the other nearby companies. It is true, of course, that
because of mixed natural and manufactured gas operations, the other
companies have lower gas costs, and the rate differential nay,
therefore, be justified on account of that factor. It should be
noted, however, that many of the customers of the companies using
the above comparison are employed in Chicago or have occasion to
move from the territory of one company to that of the other, from
tine to time. This places them in a position to make a comparison
of their gas bills, and consequently the existing rate differentials
can conceivably have a detrimental effect on public relations. It
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will be noted that for small consumptions such es 10 therms per
month, the differential is not very great, particularly as compared
to the rates charged by the other suburban companies, although in
terms of the rate charged by Peoples Gas Light and Coke Company for
service within the city limits of Chicago the North Shore Gas
Company's rate works out to a 33# higher cost for a 10 therm monthly
consumption. The above comparison also shows that the rates of
North Shore Gas Company are considerably higher at the higher average
monthly consumptions than those charged by the other companies, and
likewise the company's rates are not as promotional is those of
the other companies. The rato structure of North Shore Gas Company
with respect to its competitive position with other fuel substitutes
will be treated in detail under a subsequent hooding.

Before leaving the question of rates, it may be of interest to
observe that although a part of the industrial consumption is billed
at the general or water-heating rates, about ?4-l/2# of the in-
dustrial revenue and 83i# of the M.c.f. volume in 1939 vas billed
under a regular industrial service rate which is as follows:

Readiness to Serve Charge

Per Customer per Month $50.00
Plus

Commodity Charge

First 2,000 M.c.f. per month 0.55 per M.c.f.
Next 2,000 • " " " • .50 "
Over 4,000 " " " .45 it it

Minimum Bill per Customer per Month - $50-00

The industrial rate has a fuel clause which protects the company
against a rise in generator fuel costs and, conversely, benefits
the consumer when such costs go down. Incidentally, there are
only nine industrial users served under the above rato among those
listed on Page 8 of this report, although the others arc also gas
consumers but are served under the General Rate. The largest
industrial user accounted for about 20̂ # of the total industrial rev-
enue in 1939* while the second largest accounted for about 17% of
such revenue. As previously mentioned, however, the Industrial
revenues as a whole constitute only a very minor part of the total
gas revenue of the company, and the fact that the two largest
industrial users account for 37^ of the industrial revenue docs
not seem to detract from the excellent over-all revenue diversifica-
tion which the company enjoys. Incidentally, the average realiza-
tion under the above industrial rate in 1939 amounted to 5̂ .2̂  per
M.c.f. as compared with an average of 61^ for all industrial sales.

In view of the great importance of the residential class of business
in the total picture, a detailed analysis of its consumption
characteristics is of interest at this juncture. The average
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monthly consumption per domestic customer served under the general
rate was about 2,300 cu. ft. in 1939- This average consumption,
however, varied widely among the various operating districts as
follows:

Waukegan District 1840 cu. ft.
Lake Forest District 3240 cu. ft.
Highland Park District 2500 cu. ft.
Winnetka District 2880 cu. ft.
Libertyville District 1970 cu. ft.

For the general rate as a whole, irrespective of class of service,
the M.c.f. sales in 1939 wore distributed among the various rate
blocks as follows:

Rate M.c.f.

Minimum bill 5,356
First 400 cu. ft. $ .60 93,372
Next 5,000 " " 1.27 414,469
" 10,000 " " 1.15 42,169
" 15,000 " " 1.05 14,49420.000 ;; ;; .95 8,694

50,000 .85 9,787
Over 104,400 " " .75 21.663

Total 610,004

The significant thing to observe in the above breakdown is that
513,197 M.c.f. were billed at $1.27 or more per M.c.f. and this was
equivalent to 33~l/3# of the company's total M.c.f. sales and to
about 37&& of the company's total gas revenues in 1939- It should
be noted further that the volume of gas sold at loss than $1.27 per
M.c.f. under the above rate is relatively small in comparison to
the total. Obviously, this rate is designed for the higher price
business.

A similar analysis of the 1939 sales billed under the optional
combination water-heating rate (which, incidentally, was placed in
effect on April 1, 1937) shows that for the residential class alone
the average monthly consumption for the entire territory was 9,150
cu. ft. This consumption, however, was much higher for the Lake
Forest district, as will be seen from the following breakdown.

Waukegan District 8,650 cu. ft.
Lake Forest District 11,350 " "
Highland Park District 9,000 " "
Winnetka District 9,000 " "
Libertyville District 8,000 " "
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The distribution of 1939 sales to all consumers served under this
rate was divided between the various rate steps as follows:

Rate M.e.f.
Minimum Bill None
First 400 cu. ft. $1.00 9,637
Next 2,000 " " 1.2? 48,188

" 3,000 " " 1.00 72,103
Over 5*400 " " .70 138.785

Total 268,713

It is interesting to observe that 51^ of the above volume fell into
the 700 step, about 27# was billed at the $1.00 step, and about
was billed at the $1.27 step, while the balance was billed at the
initial step of the rate which is equivalent to $2.50 per M.c.f.
Another interesting observation is that the sales billed at the
$1.00 and 700 steps of the above rate represented about 13«7# of the
company's total M.c.f. sales and 11.8# of the 1939 total gas revenue.

The optional combination space-heating rate as originally placed
in effect on May 1, 1935, had a bottom stop of 550 per M.c.f for
all monthly consumptions in excess of 5,400 cu. ft. On April 1,
1937 this step was shortened to 15,000 cu. ft. per month, and the
price was reduced to 500. In addition there was a 450 step
inserted for all consumptions in excess of 20,400 cu. ft. per month.
Apparently this change was made in order to stimulate a larger
volume of house-heating business. It is of interest to note that
the average monthly consumption under this rate in 1939 amounted to
approximately 31,900 cu. ft. and the variation between the different
districts was as follows:

Waukogan District 22,400 cu. ft.
Lake Forest District 35,200 " "
Highland Park District 34,500 " "
Winnetka District 32,800 " "
Libortyvlllc District 25,800 " "

Of more particular significance is the following distribution of
the billings under this rate among the various steps of the price
schedule:

Rate M.c.f.
Minimum Bill 1
First 400 cu. ft. $1.00 3,661
Next 2,000 " " 1.20 18,288
" 3,000 " " 1.00 27,354

15,000 " " .50 112,984
Over 20,400 " " .45 340.565

Total 502,853
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The significant point disclosed by the above figures is that 64# of
the total volume was billed at the 45^ step of the rate which does
not, in our opinion, yield a satisfactory margin of profit, even on
an increment cost basis under existing conditions, and furthermore,
22\% of the above volume was billed at the 50$i step. The volume
of gas sold for house-heating purposes at the 50£ and 45^ steps
represented 29.4# of the company's total M.c.f. sales to all classes
of service in 1939, whereas the corresponding revenue received from
this part of the house-heating load was equivalent to only 14̂ # of
the total gas revenue. As previously mentioned, the development
of any substantial house-heating business from here on would be
relatively unprofitable under existing conditions, particularly
when the point is reached whore additional production facilities
would have to be provided in order to take care of the sharp peaks
occurring during extremely cold weather.

As previously noted, the character of the company's gas load has
undergone considerable change during recent years duo to the shifting
of load from the higher to the lower rate schedules, and likewise
due to the development of low-pricaihouse-heating business. This
will be evident from an analysis of the residential load summarized
under the following tabulation:

1939 1Q38 1Q37 1Q36 10.35 1Q34
Domestic Revenues (In. Thous.)

General & Water Heating Rates$962 $986 $986$l,010$l,0l6$l,057
% of Total Co. Revenues 67 70.2 71.7 73.5 75-7 78.8

House Heating Rates $278 $242 $196 $165 $145 $124
% of Total Co. Revenues 19.3 17.2 14.3 12 10.8 9.2

Total $1,240 $1,228$1,182$1,175$1,161$1,181
% of Total Co. Revenues 86.3 87.4 86 85-5 86.5 88.0

Domestic Sa^es (1.000 t^.c.f.
General & Water Htg. Rates
% of Total Co. Sales
House Heating Rates
% of Total Company Sales
Total
% of Total Company Sales

796
51.7
513
33.3
1,309
85.0

816
56
444

30.5
1,260
86.5

809
59
347
25.3
1,156
84.3

812
63-5
269
21
1,081
84.5

819
67.1
230
18.9
1,049
86.0

834
71.8
187
16.1
1,021
87.9

Average Domestic Revenue
(Dollars per M.c.f. Sold)
General & Water Htg. Rates $1.26 $1.22 $1.22 $1.25 $1.24 $1.27
House Heating Rates 0.54 0.55 0.57 0.61 0.63 0.66

Total 0.95 0.98 1.02 1.09 1.11 1.16
Before explaining the above table, it is well to note that the
figures shown under the "General & Water Heating Rates" classifica-
tion exclude minimum bills, prepaid meter and employee service
accounts, and the "House Heating Rate" figures include all apace-
heating sales, a small portion of which is to commercial and
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industrial customers in addition to domestic house-heating sales,
but these figures exclude minimum bills. This accounts for the
discrepancies between the above figures and other figures previously
presented. At any rate, the above figures are comparable throughout
the period covered, and this gives a proper basis for analyzing
the trend experienced In the character of the residential load.

The above table shovs that the domestic revenues collected under
the general and water-heating rates declined about 9Jf between 1934
and 1939, whereas the houae-heating revenues showed an increase of
124$. As a result, the general and water-hoating classification
in 1939 accounted for only 6l% of the total gas revenues of the
company, whereas In 1934 It accounted for 78«8#. Similarly, the
low-priced house-heating business in 1939 accounted for 19.356 of
the company's gross gas revenue, whereas the corresponding 1934
figure was only 9.2#. From the standpoint of M.c.f. volume, the
sales under the general and water-heating classification accounted
for 71.8# of the company's total M.c.f. sales In 1934, whereas by
1939 this figure dropped to 51•!%• On the other hand, the
corresponding figures for the house-heating classification showed
a sharp rise from l6.l£ in 1934 to 33-l/3# In 1939.

We made a further breakdown of the general and water-heating rate
classification, but the figures available for this purpose cover
only the past three years and are on a somewhat different basis in
that they include all domestic sales under the general rate and the
water-heating sales under only the two principal automatic water-
hoating rate schedules. Tho pertinent data are tabulated below,
and in this connection we are also showing the domestic house-her. ting
sales billed under the two principal space-heating rates:

x Automatic
General Water Heating House Heating

Revenue
1939
1938
1937

M . c . f . Sales
1939
1938
1937

Average No. of C\
1939
1938
1937

Rate

$703,847
737,700
749,860

538,142
566,338
576,520

A?t°JBQra
20,300
20,250
20,400

Rates

$272,176
261,050
248,409

263,513
254,411
237,258

2,970
2,810
2,590

Rates

$265,415
227,443
188,242

495,792
426,484
335,995

1,259
1,135

960

Total

$1,241,438
1,226,193
1,186,511
1,297,447
1,247,233
1,149,773

24,529
24,195
23,950

Average Monthly Consumption
Per Customer - M.c.f.

1939 2.3 7.4 32.9 4.4
1938 2.3 7-5 31.3 4.3
1937 2.4 7.6 29.2 4.0

Average Prioe Per M.c.f. Sold
1 9 3 9 $ 1 7 2 5 $1.03 53.5t 95.9t
1938 1.32 1.03 53.1* 98.4^
1937 1.29 1.05 55-2* $1.03
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It will be noted that the sales under the general rate shoved a
continual decline during the above period, whereas the sales under
the automatic water-heating rates showed some increase. It is
significant to note, however, that the combined revenues for these
two classifications showed a drop of about $22,000 between 1937 and
1939 and while this decline was more than offset by increases in
the house-heating business it will be remembered that this class
of service yields a relatively small profit margin even on an
increment cost basis. The above table also gives the average
monthly consumptions per customer, and the corresponding average
price por M.c.f. sold. The figures show that while the decline
in the average price per M.c.f between 1937 and 1939 amounted only
to !>% for the general classification, only to 2# for tho automatic
water-heating classification, and only to 3# for the house-heating
classification, the corresponding decline in the combined average
prlco to all classes was 6#, and this greater dilution in the
over-all average price was due to the increase in the volume of
house-hoating sales at a much lower price than that obtained for
the other classes of usago.

The operating results during the 193̂  - 1939 period under review
were also influenced by rate reductions in addition to the shifting
of load discussed above. One of these reductions was placed in
effect in April, 193^» and affected the general rate to the extent
of $25,000 per year on the basis of the then volume of business
served under that rate. A similar rate reduction of about $35,000
per year was placed in effect in December, 193̂  and affected the
water-heating rate, and-that rate was further reduced to the
extent of about $27,000 per year in April, 1937, making a total
annual rate reduction of $62,000 for the water-heating rate during
that period. The house-heating rate reduction placed in effect
In May, 1935> amounted to only $7,000 per year, and the further
adjustment made in April, 1937» was calculated to yield an annual
reduction of $20,000 on the basis of the volume of house-heating
business served at that time. While the aforementioned rate
reductions had an influence on the average realization per M.c.f.
sold, the foregoing analysis points to the conclusion that the
shifting of load among the various, price levels of the rate
schedules exerted a much greater influence on the average price,
and the development of a large volume of low-priced house-heating
business was a very important factor in that connection. Another
factor that influenced the operating results was a relatively
substantial loss of water-heating load to competition, and this
factor will be discussed in more detail under a subsequent heading.

It is interesting to observe that the company enjoys a much higher
average gas consumption per residential customer in comparison with
that found for other companies distributing manufactured gas, and this
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Is characteristic of the high Income level per family prevailing
in the company's territory as a whole. An analysis of the 1939
billings to residential consumers shows that only 6£# of such bill-
ings represented minimum bills. This is a relatively excellent rec-
ord, as a number of other companies which we have analyzed showed a
much greater percentage of minimum bill users.

Analysis of Coke Business The Importance of the coke business to the
North Shore System will be obvious from

the fact that coke revenues in 1939 were equivalent to 133i# of the
combined gross Income available for fixed charges of the two com-
panies, and this ratio was even higher at 174 i£ in a good coke year
such as 1937. It is evident that the net earnings of this system are
dependent to a large extent upon the coke market, and an analysis of
the coke business is therefore of great Importance in the present
study.

The following table presents the pertinent coke production and sales
statistics of North Shore Coko & Chemical Company for the past 10-
year period.

__ Coke Sales - Tons________Coke
Tons on Hand
First of Year

29,868
22,259
4,622
9,357
21,246
28,310
22,646
64,608
77,521
66,441
35,166

Tons
Produced

99,506
113,851
119,894
111,807
102,405
104,632
88,865
71,742
74,004
114,972

To Gas Company
T o n s % of Total

To
Others Total

,040
,186
387
216

I1,
3,
6,590

,534
,058

2,195
10,129
12,559

3,
3,'

6.1
4.8
1.1
2.5
6.2
3.6
2.3
2.6

16.1
15.2

77,677
83,139
122,229
123,555
98,994
95,946
127,769
82,460
52,794
70,063

82,717
87,325
123,616
126,771
105,534
99,480
130,827
84,655
62,923
82,622

It will be noted that a small portion of the total tonnage produced
was sold to the Gas Company for use as water gas generator fuel. In ad-
dition, since 1937 there were 17,649 tons of ccke used by the producer
gas plant of the Coke Company, and 2,807 tons by the yard locomotive,
and this accounts for the discrepancy found by comparing the tons on
hand and produced with the coke sales figures tabulated above.

Before drawing conclusions from the above figures, it is essential
also to note the corresponding price variations tabulated below:
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Year

___Average Price per Ton of Coke Sold
On Sales to On Sales to

On Total Sales Gas Company Others

Coal

$6.35
16
.36
• 71
.04
• 91
.86
,90
,06

6.57

7
6
6
I
4
6

$3-72
3-74
4.50
4.50
4.50
6.49
5.71
6.07
6.76
6.75

$6.48
18

• 39
.76
.18
.88
.83
.87
92

Average Cost per
Ton Delivered to

Coke Plant
$4.43
4.48
4.43
4.28
4.40
4.16

7-75

,48
,47
• 77

4.05
The sales to the Gas Company are relatively unimportant, and, In fact,
in the combined income account table previously presented, such sales
were eliminated from coke revenues and the coke used at the water gas
plants was treated as an operating expense. An interesting observa-
tion disclosed by the above tables, however, is that the average price
charged for coke to the Gas Company during the period 1931 - 1934
inclusive, was higher than the average price realized on coke sales
to others in the open market. Since 1935» however, this situation
was reversed and it seems that the average price charged to the Gas
Company during recent years has been considerably.below what this
company would have to pay for coke in the open market.

The important point to observe from the above tables is the wide
variation in the average price of coke sold to others than the Gas
Company. The sales price per ton of coke and its consequent in-
fluence on the gross income of the system is, to a large extent be-
yond the control of the management and is governed by the conditions
of supply and demand in any given year. Weather conditions play r.n
important part in this situation as they affect the amount of fuel
required for domestic heating purposes on the part of the company's
coke consumers.

The above table also shows the corresponding variation in the average
cost per ton of coal delivered to the coke oven plant. Inasmuch as
coal is by far the most import a nt~w»t clement in the production of
gas and coke, the relative fluctuations in coal costs and coke prices
is of great importance. An analysis of the above figures shows that
while the price of coke and the cost of coal dropped considerably
between 1930 and 1933, the decline was sharper in the case of coke.
Between 1933 and 1935 coke prices stayed closely in gear with the
coal costs, but from that point on the cost of coal remained prac-
tically stationary whereas the price of coke showed a sharp increase
between 1936 and 1937, and then declined considerably during 1938 and
1939- It appears, however, that, fundamentally, the price of coke
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does not follow the coat of coal. The coke market, in general, is
influenced by industrial conditions and particularly by the degree
of production activity in the iron and steel industries. The reason
for this is that coke is a basic commodity entering into the produc-
tion of iron and steel, and consequently when these industries operate
at a high rate, the heavy demand for metallurgical coke keeps the coke
price structure high and, conversely, when the demand for metallurgi-
cal coke is low, this places a considerable volume of distress coke
on the market, which, in turn, upsets the general coke market in-
cluding even the price of coke sold for house-heating purposes.
As a matter of fact, our studies Indicate that even for a company
such as North Shore Coke & Chemical Company which sells the bulk
of its coke to domestic consumers, coke has a price variation
closely approximating that of its related commodity, scrap iron.

In general, domestic coke prices, of course, are also influenced
by the cost of competing fuels, and the latter appear to have gained
considerable economic advantage over coke during recent years. For
example, the development of domestic coal stokers has resulted in
mere efficient utilization of low grade coal in the heating of homes,
and the efficiency of oil burners has increased, and consequently,
some of the high-priced markets formerly enjoyed by coke have dim-
inished. On the other hand, the amount of coke produced by a
coal gas manufacturing company is directly proportional to the
volume of gas produced, and consequently a large gas output makes
the problem of disposing of the coke by-product at a good price,
that much more difficult. To mitigate the problem to some extent,
some companies, during poor coke years, have attempted to cut down
the volume of coal gas and to increase the production of water gas.
Water gas production, however, except under special circumstances,
is more expensive and cannot be used economically as a base load
operation. Furthermore, the carburettcd water gas process involves
the production of tar as a by-product, but the sales price of tar
has also been on a decline, and in fact, during the height of the
depression many gas companies could not dispose of the tar at a
profit. In order to offset the effect of stokers, some gas
companies have undertaken to adapt a part of their coke for use as
stoker fuel, and we understand that North Shore Coke & Chemical
Company has made some experiments along these lines. Stoker coke,
however, docs not bring as good a price as regular coke if it is
to compete with the cheaper coals used as stoker fuel. It should
be noted that up to the present time the company has not been
confronted with any severe stoker competition and has been able
to dispose of its domestic coke in the existing market at relatively
good prices, as compared with the lower prices required in order to
compete with stoker coal. It should be further noted that the
above discussion is intended to bring out the general difficulties
confronting the coke market as a whole, and the above comments arc
not necessarily a specific treatment of the coke market of this
particular company.
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During the past 5-year period, the coke produced by the company was
equivalent to about 10% of the coal carbonized. In other words,
for every ton of coal used in the manufacture of gas, the company,
on the average, produces about 0.7 ton of coke. With this ratio in
mind and at the 1939 differential between the average cost of cod
and the gross selling price of coke, the company, in order to offset
n given increase in coal costs, would have to obtain an almost
equal percentage increase in the average price of coke. For
example, an increase of 25<t, or 5.1$ in the 1939 coal cost of $4.̂ 3
per ton could be absorbed, provided the 1939 average coke price of
$6.48 per ton went up 35«7£ or 5«5$- It may be of interest to
note that the type of coal used in the production of coke and gas
usually varies between relatively narrow limits in comparison with
the price fluctuations of industrial coal.

The Bituminous Coal Division of the Department of the Interior,
which was created to administer the so-called Guffoy Coal Act,
announced some time ago a schedule of coal prices, which if placed
in effect, would Increase the Coke Company's coal costs 200! per ton
for the high volatile coal, and 10^ per ton for the low volatile
quality, at tho mine. Incidentally, the increase in prices pro-
posed for other types of coal used for industrial and electric
generating purposes are considerably greater in many cases. It is
difficult to predict the effect of higher coal prices on the
company's operations either through Federal regulation or otherwise,
but it would seem to us that in a period of a higher coal price
level, the coke prices would also increase sufficiently to absorb
at least most of the increase in coal costs, if not offset them
entirely. The prices now actually being paid for coal by the
company are about the same as those paid in 1939- On the other hand,
the boat freight rate was recently reduced to the extent of 5tf per
ton as compared with the rate in effect during the 1939 navigation
season. Furthermore, the company recently increased its coke
prices 50^ per ton above the corresponding prices of last year, end
we understand that the present demand for coke is good for this
time of the year. It appears therefore, that the company should
have no difficulty in more than absorbing any reasonable anticipated
increase in coal prices and it further appears that in the event
of high production activity in the iron and steel industry in
connection with the National Defense Program the company's coke
business may conceivably result In a substantial Increase in net
earnings sucn as those experienced in 1937 or even higher, barring,
of course, any unusual increases in the cost of coal or in the
other costs of doing business.

The general aspects of the company's coke market have already been
discussed in considerable detail on Pages 16 and 17 of this report,
and it was pointed out in that connection that the company enjoys
a relatively good coke market with favorable freight differentials
for most of the territory in comparison with the freight rate which
other coke producers have to pay in order to reach this particular
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narket from their respective coke plants. The retail prices at
which the company's coke was sold in 1939 gave the coke dealers
a higher margin of profit than that obtained in a number of other
cities, and it vould seem, therefore, that these dealers vould
find it more profitable to continue to distribute Waukegan coke
than to switch over to other types. It should be noted also that
the bulk of the company's coke is used for house-heating purposes.

ANALYSIS OF OPERATING Because of the various changes made in the
^EXPENSES. ______ price of gas under the intercompany contract

during the period under review, and owing
to our belief that any refunding or recapitalization plans to be
undertaken should bo based on a merger of the two companies, the
logical procedure for analyzing the operating expenses is to
consider them on a combined system basis.

Total operating expenses on a combined basis, including maintenance,
but excluding taxes and depreciation, amounted to $1,268,792 in 1939,
and were equivalent to 64.7J6 of operating revenues as compared with
65. 3# in 1938, 63- 2# in 1937, 6l.3# in 1936, and 66.3$ in 1935.
The lower operating ratios experienced in 1936 and 1937 mainly reflect
the better coke markets enjoyed by the system in those years. When
taking into account the fact that from 2$% to almost ^Q% of the
gross operating revenue. of the system is dependent upon the selling
price of coke which is largely beyond the management's control, the
r.bovc figures indicate that the management has been able to exercise
good control over operating expenses during the past five years.
It should be noted, however, that the operating ratio of this system
is relatively high, although it is typical of the manufactured gas
Industry. Consequently, even a 10# variation in operating revenue
not accompanied by a proportionate change in operating expenses can
change the gross Income as much as

The expenses of the system are shown in considerable detail in the
preceding 11-year income account tables which give a general picture
as to the trend of the various items of expense. The following
comments will supplement this picture.

Production The largest single item of expense is that incurred in
Expenses. the production of gas. As previously shown on Page 24

of this report, the water gas plants have been supplying
between 9% and 17# of the annual gas requirements of the system
during recent years, while the balance was supplied from the coke
oven plant. The average production cost of water gas delivered
to the holders, including maintenance, but excluding taxes and
depreciation and other fixed charges, has varied as follows during
the past 5-year period:
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Average Production. Cost per M.c.f. Average Cost
of Oil Used

Year North Plant South Plant Total j per Gallon

1939 26.26̂  $3.10 28.06$! 3.53
1938 31.660! 1.91 36.21$! 4.11
1937 35.32$! 1.23 38.02$! 4.25
1936 33.06?! 3.̂ 7 35.46$! 4.29
1935 34.51̂  8.13 36.46̂  4.16

The very excessive unit costs experienced at the South Plant are
due to its very small output as this plant is operated only for
standby purposes as previously mentioned. This type of operation
results in relatively high steam costs which averaged $1.96 per
M.c.f. produced in 1939* and likewise results in high maintenance
costs on a M.c.f. basis. This high unit cost, however, applies to
only a very small amount of gas, and as a result of the low costs
experienced at the North Plant, the unit cost of all water gas
produced is not high, particularly in view of the fact that the
water gas plants carry the peak loads on the system. Inasmuch
as the enricher oil represents close to 40# of the total production
cost of water gas, we have also included in the above table the
cost per gallon of oil used in order to show the relative variations
in oil prices. It will bo noted that oil prices have been on a
decline in recent years and the cost per gallon delivered to the
plant in 1939 was less than the minimum average cost of 3-55^ Per
gallon reached in 1932. In 1930, the average cost was 4.87̂  per
gallon, whereas prior to the depression the average price was in
the neighborhood of 6$! per gallon.

With reference to the production cost of coal gas, the Coke Company
uses the industrial method of accounting, which, while correct under
the present method of separate operation of the coke oven plant, does
not give a proper basis of comparing the unit production costs with
those experienced by other gas utility companies manufacturing coal
gas. The gas utility companies, of course, in accounting for the
cost of gas, follow the method prescribed by the various regulatory
commissions in accordance with the uniform classification of
accounts applicable to utility operations. However, for comparative
purposes, we have recast the operating figures of the coke oven
plant so as to place them on a utility accounting basis, and on such
a basis the production costs during the past 5-year period have
been substantially as follows:

1939 1938 1937 1936 1935
Gross Production Exper.se 970,248 1,103,001 1,057>331 961,005 942,197
Credits for Residuals

Coke and Breeze 586,929 805,304 861,431 757,336 586,402
Tar 59,̂ 51 70,915 69,793 61,211 51,669
Sulphate 33,228 38,539 38,860 29,211 30,806
Steam 3.347 3.Q84 3.651 3.266 3.fih3
Total 682.0,55 917.842 973.735 851.026 672.762

Net Cost of Coal Gas 287,293 185,159 837596 109,979 269,435
Coal Gas Produced

(1,000 M.c.f.) 1416.9 1447.5 1259-7 1060.2 1029-3
Aver. Cost -$! per M . c . f . 20.28 12.79 6.64 10.37 26.18



-68-
P

The costs as shown above include all of the operating and maintenance
costs of the Coke Company, except taxes and depreciation and other
fixed charges on the investment in the plant facilities. It will
be noted that the average production cost per M.c.f. of coal gas
varied between 6.64̂  and 26.18̂ - The lowest cost occurred in 1937
and had the benefit of a good coke market which resulted in a much
higher coke credit than that for 1955 which was a relatively poor
coko market year and resulted in the highest average not cost of
26.18̂  per M.c.f. of gas delivered to the holders. The composite
average cost for the above 5"yoar period amounted to 15-06^ per
M.c.f. and this may be taken as an average representative figure for
the system as the above 5*yoar period included both relatively good
and poor coke years. The above composite average of 15-06^ per
M.c.f. of coal gas compares very favorably with the experience of
a number of other companies producing coal gas whJ.ch we have analyzed.

The combined average production cost of both wator gas and coal
gas delivered to the holders during the period under review was as
follows:

5-Year
1Q3Q, 10,36 1Q37 10,36 1Q35 Average

per M.c.f.
per Therm

21.6
3.90

15.2
2.75

12.0
2.14

17.1
3.04

26.6
5.14

18.9
3.4

The above unit production cost figures exclude t?.xes and depreciation,
as well as interest on the investment involved. On the whole, the
gas production costs of this system compare favorably with the
corresponding costs of other companies manufacturing water gas and
codl gas in the same proportionate amount as that manufactured by
this system.

As a matter of interest, the above 5~year average composite cost of
3.4̂  per therm compares with an average price of about 4.75̂  per
therm paid by tho nearby Public Service Company of Northern Illinois
for firm mixed gas purchased from Peoples Gas Light and Coke Company.
The average price paid by Public Service Company of Northern Illinois,
however, includes fixed charges on the supplier's investment, and
therefore, Is not a strictly comparable figure. A comparable
situation Is tho production costs experienced at the coke oven plcnt
of Wisconsin Oas and Electric Comgany at Racine, Wisconsin. This
plant is considered to be among the"*Tnost efficient plants in the
country, and its coal costs are comparable to those of North Shore
Coke & Chemical Company. Prom an analysis of the operating results
of the Racine plant, we found that its average production costs
during the past 5*year period on the same basis as that used in the
above analysis of the gas costs of the North Shore System were
equivalent to 3-64^ per therm as compared with a 5*year composite
average figure of 3.4̂  per therm for the North Shore System. As
previously stated, the gas production costs of this system also
compare very favorably with those of a number of other manufacturing
gas companies which we have analyzed.
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Gas Purchase Cpntraet. The above discussion treats the gas production
costs on a combined basis, that is, assuming

that the two companies had been merged and operated as a single
system. Actually, however, as previously stated, the gas produced
at the coke oven plant is sold to the Oas Company under a contract
dated February 17, 1927, and extending to July 1, 1953, with right
of extension by either party for ten additional years. The terms
of this contract and the price of gas thereunder have been changed
from time to time by mutual agreement, and are discussed below, as
a matter of historical interest.

The contract originally specified a flat price of 60^ per M.c.f. of
unpurificd gas with average heat content of 570 B.t.u. and the daily
deliveries were limited to 3,000,000 cubic feet. This price was
based on a coal cost of $4.98 per ton delivered to the plant, plus
a conversion coat of 85^ per ton, and the basic prire was to be
adjusted monthly in direct proportion to any changes in the sum of
these two variables. This price schedule remained in effect from
June 1, 1928 to December 1, 1930.

It appears that during 1930 the amount of coke in stock continued to
grow to alarming proportions amounting, at the end of the year, to
66,441 tons at the Coke Company's yard, in addition to a supply of
8,500 tons purchased by the Oas Company and stored in its yard.
Under Article 22 of the contract, which contains a force majeure
clr.use, the Coke Company determined to reduce its operations to
avoid the piling up of coke. Operations were reduced and the
price of gas was arbitrarily fixed at 50.687?! per M.c.f. which was
substantially equivalent to the average price paid in the previous
year. This flat price remained in effect from January 1, 1931
to March 31, 1932, and resulted in some increase in the average
price paid by the Oas Company as such price would have been 48.148̂
per M.c.f. had the original terms of the contract been operative.
From April 1, 1932, until January 31, 1935, the gas was billed
under the provisions of the original contract, but from February 1,
1935 until August 31, 1937, by mutual agreement, a discount of 69!
per M.c.f. was allowed to the Gas Company as a deduction fron the
price computed under the terms of the original agreement, and,
therefore, the Gas Company received considerable benefit during that
period.

In December, 1936, through an amendatory agreement between the two
parties, the price of gas was changed as follows: For the first
3,000,000 cu. ft. per day, the cost of gas was to be billed at the
price specified in the original contract less a discount of 6^
per M.c.f., but upon completion of a producer plant to be constructed
by the Coke Company, the next 1,500,000 cu. ft. per day, (but not
to exceed 300 million cu. ft. per year) was to be charged at 30^
per M.c.f. so long as the producer gas was in operation. The above
price schedule remained in effect until June 1, 1938-
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On June 1, 1938, a second amendatory agreement was entered into
providing a price schedule as follows:

For the first 60,000,000 cu. ft. per month
For the next 30,000,000 cu. ft. per month
For the next 30,000,000 cu. ft. per month
All over 120,000,000 cu. ft. per month

per M.c.f.
"

- 20$;

The above prices for unpurified gas are still in effect, and are
based on a coal cost of $4.80 per ton in the stock pile, plus a
labor conversion cost of fQ# per ton of coal or a total sum of $5-50.
The amendatory agreement provides that the above prices are to
remain fixed unless the sum of the two variables should go above
$6.00 or fall below $5.00 in which event the price of gas is to
increase or decrease in direct proportions as the sum of the two
variable bases shall increase or decrease. In addition, the
second amendatory agreement eliminated the rental formerly paid
by the Gas Company on the space occupied by its purification plant
at the Coke Company's plant.

It is impossible to determine precisely the amount of the reductions
granted to the Gas Company under the above modifications of the
original contract, because the average price paid by the Gas
Company was influenced to some extent by the amount of water gas
manufactured at its own plants. Assuming, however, that the same
amount of gas would have been purchased by the Gas Company during
the period under review as that actually purchased, the annual
payments calculated under the terms of the original contract would
compare with the payments actually made for purchased gas as follows;

Year

1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938
1939

Payments Computed on Basis
of Original Contract With-
out Giving Effect to Any of
The Amendatory Agreements

i$304,011
557,851
593,507
365,332
465,172
485,132
543,698
549,995
559,101
688,668
791,008
779,239

Net Difference

Dor M.c.f.
49.34
50.01
50.68
48.15
43.72
43.07
50.50
53.43
52.74
54.67
54.65
54.99

Actual Payments
made

by Gas Company Differonce

$304,011
557,851
593,507
384,597
477,291
485,132
543,499
493,289
496,513
577,956
595,025
546,132

d Dor M.c.f.
49.34
50.01
50.68
50.69
44.86
43.07
50.50
47.92
46.74
45.88
45.33
38.54

-
-
-

$19,265'
12,119'-

199
56,706
62,588
110,712
195,983
233 . 107
$627,911

* - Red Figure
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As will be noted from the table above, the aforementioned changes
in the gas purchase contract resulted in a net benefit of $627,911
to the Gas Company during the period under review as compared with
the amounts it would have had to pay for gas had there been no
change in the original terms of the contract. While the above
discussion and figures are of historical interest, it should be
noted that in the event of merger of the two properties, this
intercompany contract would be eliminated and the actual gas pro-
duction cos.ts under such combined operation haw already been
discussed above, under the heading of "Production Expenses."

The various revisions made in the price schedule of the gas contract
point to the conclusion that the contract has not worked out
satisfactorily, and it seems fair to assume that under separate
operation of the two companies further modifications will probably
be required in tho future in order to meet changing conditions.
Furthermore, an intercompany contract of this kind brings up the
question of jurisdiction on the part of the Illinois Commerce
Commission over the Coke Company's property and in c. rate proceeding
considerable controversy could conceivably arise as to -whether or
not the amount included in operating expenses of the Gas Company
for purchased gas is reasonable in relationship to the cost of
such gr.s. A merger of the two properties into a single corporate
structure would eliminate questions and controversies of this type,
and these are additional reasons which lead us to believe that such
merger is a highly desirable stop.

Other Operating The table on the following page gives a comparison
Expenses. of the other principal items of expense incurred

by the North Shore System in its gas utility
operations, with similar items of expense incurred by twelve other
companies. This comparison relates the various items of expense
on a per customer basis, and also as a percentage of gross operating
revenue.

Our studies of gas utility operating expenses such as transmission
and distribution, customers1 accounting and collection, sales
promotion, and administrative and general expenses, show that,
generally speaking, some of these expenses vary relatively in
proportion to the number of customers served, while others are quite
independent of that factor. However, the relationship of most of
the expense items to the number of customers served is sufficiently
close to serve as a fair basis of comparison in the unit cost per
customer between companies. For example, the maintenance portion
of the transmission and distribution expense is in part dependent
upon the number of miles in the system, but normally about 75# of
the total maintenance is accounted for by the maintenance of meters
and services, and these expenses vary more nearly with the number
of customers served than with the mileage of the mains. On the
other hand, pumping and regulator expense, which is one of the items
included in the transmission and distribution group of accounts, is
so dependent upon local conditions that a normal figure can hardly



Unit Operating Expenses
Transmission and
Distribution

Company
North Shore Gas
Company

Western United
Gas & Elec. Co.

Pub. Serv. Co. of
northern 111.*

Per
Customer
$

5.80

*5.2*

5.82

f> of Oper-
ating Rev.

9.60

11.50

10.10

Customers 1 Accounts
and Collection

Per
Customer

*

2.41

6.60(a)

3.06

% of Oper-
ating Rev.

4.55
I4.50(a)

5.37

Sales Promotion
Per

Customer
?

2.52

(a)

3.35

% of Oper-
ating Rev.

4.76

(a)

5.88

Admini:3tratlve
and General
Per

Customer
$

3.56

2.45

3-22

% of Oper-
ating Rev.

6.71

5.40

5.68
Peoples Gas Light
& Coke Co. ' " - — ' -"

Milwaukee Gas
Light Co.

Madison Gas &
Elec. Co. *

Wisconsin Gas &
Elec. Co.*

Minneapolis Gas
Light Co.

Laclede Gas
Light Co.

Washington Gas
Light Co.

Brooklyn Union
Gas Co.

Love 11 Gas
Light Co.

Portland Gas
& Coke Co.

Group Average

3.30

3.39

3.92

3.52
1.20

2.51

4.89

3.96

0.90

3.26

3.67

6.66

10.90

9.10

9.80
2.92

7.05

10.60

12.80

2.58

7.98

6.42

3.00
2.02

1.45

1.75
4.94

1.96

2.56

3.93
3.76

2.79
2.8l(b)

6.58

6.52

3.38

4.91
12.00

5.67

5.58

9-50

10.85
6.84

6.82(b)

1.87

1.42

0.89

0.83
1.06

1.13

1.97

1.07

1.91*
3.16

1.77(b)

4.10

4.60

2.06

2.32

3.21

3.18

4.30

3.45
5.08

7.73
4.23(b)

3.42

1.75

1-75
2.41

2.71

2.66

3.30

2.62

2.49

2.55
2.69

10.10

5.66

4.07

6.74

6.55

7.45

7.18

8.50

7.04

6.23

6.72
Notes:
* - Operate Electric Utility jointly with Gas Utility

( a)- Sales promotion expenses Included in Customers' Accounting & Collection
b)- Excludes Pub. Serv. Co. of Northern Illinois

Above figures are based on 1939 operations except Western United Gas & Electric
Company (1937) and Public Service Company of Northern Illinois (1938). ri 10
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be developed. The maintenance expense component of the trans-
mission and distribution expense item also will normally vary from
year to year, as maintenance is an item of periodic nature. In
addition, a portion of this expense Is independent of the number
of customers served, and when reduced to a per customer basis will
vary from one company to another according to variation in
customer density. Customers' accounting and collection expense
is closely proportionate to the number of customers served. Sales
promotion expense depends largely upon company policy, but assuming
uniform policy with respect to the effort applied to the building
of business, this item should be closely proportionate to the
number of customers served. The administrative and general group
of accounts Includes many items of miscellaneous nature, some of
which are proportionate to the number of customers and others arc
not. Another factor to keep in mind in analyzing cost comparisons
between companies is that the gas departments of a number of
companies have the benefit of Joint operation with an electric
department and under these circumstances, the unit expenses for
combination companies of this type, would be expected to be lower
than those incurred by purely gas companies.

It will be noted from the foregoing table that the transmission
and distribution expense of North Shore Gas Company is considerably
above the average for the group of companies used in the comparison,
both on a per customer and on a revenue basis. A considerable
part of this variation, however, is duo to the much higher pumping
and regulator expenses required on a high-pressure system of this
kind, and in fact, this component of transmission 'and distribution
expense in 1939 was equivalent to $1.5̂  per customer. It will
be noted further that companies such as Western United Gas and
Electric Company and Public Service Company of Northern Illinois
which operate transmission systems of a somewhat similar typo with
that of North Shore Gas Company also have a relatively high
transmission and distribution expense per customer which is about
in line with the North Shore Gas Company's experience when relative
pumping costs and customer density are taken into account. The
lower unit costs enjoyed by a number of the other companies are
mainly attributable to a much higher customer density and to
considerably lower pumping expenses. It appears, therefore, that
when examined from the standpoint of fundamental physical factors,
the transmission and distribution expenses of North Shore Gas
Company are in line with expectatiollST but it should be noted that
because of the nature of its system the company is of necessity
confronted with relatively high transmission and distribution
expenses. With an increase in customer density in the future,
however, this item should be expected to tend downward on a per
customer basis.

The company's customers' accounting and collection expense is
below the average for the group of companies shown above, although,
as will be noted, a number of such companies enjoy a unit expense
considerably below such average. Such lower average costs are due



in part to joint operation and in part to centralized billing
procedures which these companies have adopted. The North Shore
Gas Company does not employ centralized billing at this time, and
from a limited examination of its accounting procedure, it would
seem to us that some savings could be made in customers' accounting
expenses if centralized machine billing were to be used. We
would recommend that the possibilities of centralized machine billing
be given serious study and consideration by the management.

As previously noted, the relative magnitude of sales promotion
expense depends largely upon managerial policy, and those companies
that conduct aggressive load-building campaigns incur a much higher
expense than the less aggressive companies. The final criterion
as to this item of expense is the results accomplished, particularly
from the standpoint of net operating revenue added by the load-
building efforts, and consequently the amounts spent on a per
customer basis or In per cent of operating revenue are of secondary
importance when viewed in the light of results accomplished. It
appears to us that while the sales promotion expenses of North
Shore Gas Company arc relatively ouch higher than tho corresponding
expenditures of a number of other companies, it seems advisable
that such expenses should probably be continued at this high level
In order to protect tho business against competition and to
stimulate further usage of gas In the territory. It appears, how-
ever, that the sales promotion expenditures of the company should be
devoted more to that typo of load-building activities that produces
more net operating revenue and assures protection against the loss
of high-priced business to competition, rather than to the develop-
ment of marginal profit load. We have particular reference to the
relatively high amounts of sales promotion expense that has been
incurred in the past for the development of the relatively low-priced
house-heating business.
The administrative and general expenses used in the above comparison
are only those applicable to the Gas Company and amounted to 996,590
In 1939 as compared with $100,118 In 1938• The combined administra-
tive and general expenses of the system, Including those of the Coke
Company ($39*674) amounted to $136,264 in 1939 as compared with
$165,769 in 1938. The combined 1939 administrative and general
expense was equivalent to almost 1% of gross operating revenue.
It will be noted from the preceding tabulation that on a customer
basis this Item of expense is considerably higher than the average
for the companies shown, although on a revenue basis it Is about
in line. One contributing factor to the seemingly higher ad-
ministrative and general expenses Is the rental paid for the various
district offices, as this amounted to about $13,860 in 1939 and
was equivalent to 14.3# of the total administrative and general
expenses of the Gas Company alone. Another contributing factor
is the supervision and management fees paid to tho Baehr Organization,
and these charges in 1939 amounted to $39*646 for the two companies
and -were equivalent to about 2% of the combined gross operating
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revenue. These charges, at their 1939 level, appear to be
reasonable, in our opinion as, on a revenue basis, they were not
much higher than those usually found in the case of mutual service
companies of the larger holding company systems. We understand
that since January 1, 1937, the charges of the Baehr Organization
have been based on the actual cost of the work performed for the
various subsidiaries of the North Continent Utilities Corporation,
while prior to that time the basis was actual cost, plus 50# for
overheads and profit. Incidentally, the various members of the
Baehr Organization who are also officers of the two companies
involved in the present study do not draw any salaries from the
companies, and the above charges represent all of the operating
expenses charged to the companies for all operating and management
services rendered. Prior to January 1, 1937* however, we under-
stand that Mr. William A. Baehr drew a small salary from the Coke
Company and this amounted to $1,200 in 1936, and only to $200 in
1935- Similarly, Mr. William B. Baohr, in 1936, drew a salary
of $1,860 from the Gas Company and $1,725 from the Coke Company,
while the corresponding 1935 salary figures were $1,860 and $1,620,
respectively. We understand that Mr. William B. Baehr also drew
small salaries from these two companies during prior years. When
the new arrangement was placed in effect as of January 1, 1937>
these two officers discontinued drawing any salaries from the two
operating companies. The Baehr Organization charges in 1939 were
considerably lower than those charged in prior years as will be
noted from the following table:

__________Baehr Organization. Charges ____________
Year To Qas Company To Coke Company Total % of Oner. Rev,

1939 $25,068 $14,578 $ 39,646 2.02
1938 34,249 38,112 72,361 3.56
1937 25,674 30,881 56,555 2.4?
1936 16,154 35,274 51,426 2.33
1935 21,201 43,720 64,921 3.33
1934 53,233 35,934 89,167 4.61
1933 82,634 19,031 101,665 4.98
1932 96,142 20,437 116,579 5-85
1931 90,198 23,595 113,793 5-62
1930 62,315 31,573 93,888 4.03
Other items of importance included in the administrative and general
group of accounts for 1939 were general office salaries of $17,16?
and general office supplies and expenses of $16,077 for the Gas
Company. The corresponding figures for the Coke Company amounted
to $18,654 and $5»HO respectively. The salaries of the local
operating officials of the two companies are relatively low. The
highest paid operating official of the Gas Company draws a yearly
salary of $6,300, while the salary of the next highest paid depart-



Gas
Company

$40,095
35,456
34,037
43,001
37,235

Coke
Company

$33,488
37,141
30,149
42,060
27,216

Total

$73,583
72,597
64,186
85,061
64,451
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merit head Is $4,900. The yearly salary of the highest paid
operating official of the Coke Company Is $5,400.

Other Items of administrative and general expense do not call for
special comment.

Maintenance The various Items of expense discussed above Include,
Expenses of course, maintenance expenditures. The maintenance

expenses as a whole, have varied during the past five-
year period as follows:

___Maintenance Expenses
Qt

Year

1939
1938
1937
1936
1935

As previously noted, maintenance is an item of periodic nature
varying from year to year on that account, and this explains the
variations during the above five-year period. The five-year
average maintenance expense amounted to about $38,000 annually for
the Gas Company, and to about $34,000 for the Coke Company, with
a combined average of about $72,000 per year. In terms of the
estimated original cost' of the properties, exclusive of land, these
maintenance expenditures were equivalent to 0.64£for the Gas
Company and to 1.23£ for the Coke Company, or an average of 0.83#
for the combined properties. Insofar as we have been able to
observe, these maintenance expenditures have been sufficient to
keep the property in good operating condition. As time goes on,
however, a gradual replacement of transmission and distribution
lines and other equipment will have to be faced, but such replace-
ments are not a maintenance charge and consequently will be reflected
in the fixed capital and depreciation reserve accounts, in accordance
with prescribed utility accounting procedure.

Incidentally, the extreme cold weather experienced during the past
winter season caused frost damage to the pipelines of some gas
companies, but we are informed that no such damage of any appreciable
nature occurred on the lines of North Shore Gas Company. This
companys1 lines are installed at a sufficient depth below the street
or highway surface so as to Insure proper protection against frost.
During the 1936 cold spell, however, there was some frost damage
to the company's service lines, but this appears to have been of
relatively minor nature in comparison with the experience of a
number of other gas companies. Such damage as occurred was
immediately repaired, and this accounts for the higher maintenance
expenditures incurred in 1936, and shown in the above table.
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Payroll. Inasmuch as wages and salaries paid to employes
constitute a very important element in the expenses

discussed above, we are giving below a summary of the payrolls of
the two companies for the years 1935 • 1939 inclusive:

1939 1938 1937 1936 1Q3S

Payroll Charged to Operation;
Gas Company 295,050 252,085 29̂ ,383 251,118 197,820
Coke Company 189.413 203.500 190.745 175.819 154.707

Total 484,463 455,585 485,128 426,937 352,527
Payroll Charged

Gas Company
Coke Company

Total

to Construction:
22,735

1.772
24,507

18,143
18,b48

25,410
9.293

34,703
3^,511

1.022
35,533

7,482
462

7,944

Total Payroll
Gas Company 317,785 270,228 319,793 285,629 205,302
Coke Company 191.185 204.005 200.038 176.841 155.169

Total 508,970 474,233 519,831 462,470 360,471
Operating Payroll in Per Cent

of Operating Revenue
Gas Company 20.5 17.9 21.5 18.6 15.0
Coke Company 17-7 16.9 12.8 13.1 13.7
Combined 24.7 22.5 21.2 19.̂  18.1

Operating Payroll in Per Cent
of Operating Expenses Exel.
Taxes and Depreciation
Gas Company 28-3 23.6 27.9 27-1 21.4
Coke Company 23.9 23.0 19.4 18-5 17-2

Combined 38.4 34.4 33-5 31.4 27.3
No. of Employes at Year-End
Gas Company 203 198 173 179 166
Coke Company 124 119 117 118 110

Total 327 317 290 297 276

It will be noted that only a relatively small portion of the total
payroll was charged to construction, and this is accounted for by
the fact that the companies have not been confronted with heavy
construction programs during recent years. The relatively high
construction payroll of the Coke Company in 1937 reflects the
construction of the producer gas plant in that year. It appears
that during years of relatively high construction activity an
appreciable portion of the time of some of the operating employes
would be charged to construction as such employes can be switched
to construction work, at least during a part of the construction
season, and this would reduce the operating payroll to some extent.
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It will be noted that between 1935 and 1939 the total payroll of
the Gas Company increased 55#» while the corresponding increase in
the case of the Coke Company amounted to about 23#. These increases
reflect partly adjustments in wages and hours in order to comply
with the N.R.A. and other Federal legislation. The shortening of
hours accounts to a large extent for the increase in the number
of employes shown in the table above. In addition, a part of the
Increase in the operating payroll of the Gas Company is due to the
increase in load-building efforts whereby both the number of sales
promotion employes as well as the commissions paid to them showed a
relatively substantial increase. The 1939 operating payroll
figures, for example, include salaries of $10,784 paid to sales-
men, as well as $38,765 commissions and bonuses paid to salesmen and
other employes in connection with the Gas Company's load-building
program.

The last general wage increase was placed in effect in May, 1937*
and amounted to about 5$ for the monthly employes and to about
7-l/2# for the hourly employes, and this accounts for the increase
shown above in the 1937 payroll as compared with 1936. It appears,
however, that the companies have been able to exercise good control
over the payroll through occasional layoffs. We understand that
some wage adjustments are now under negotiation between the
companies and the operating employes, but those are not likely to
exceed $20,000 and a considerable portion of such an increase is
likely to be offset by readjustments in the operating personnel.
The operating employes of both companies are not affiliated with
either the C.I.O. or the American Federation of Labor, and the
companies apparently have been able to get along without any labor
difficulties. On the whole, the monthly wage scales of the
companies are in line with wages paid by other employers within
the territory served, but the wage rates of some of the hourly gas
plant employes are somewhat bolow those paid by other nearby gas
companies.

With reference to the above table, particular attention is directed
to the figures showing the operating payrolls as a percentage of
operating revenues and operating expenses, respectively. These
percentages give a good indication as to the extent to which operat-
ing revenues must be increased in order to absorb a given percentage
of wage increases. For example, on the basis of 1939 operating
conditions a general wage increase of, say, 5% for the system as
a whole could be offset by an incrcaaa of only 1.24£ in gross
operating revenue, and likewise a wage Increase of this magnitude
could be offset by a decrease of only 2.7̂ # in other operating
expenses, excluding taxes and depreciation. On the whole, while
the operating payroll of this system is relatively substantial in
relation to the other costs of doing business, as well as in terms
of operating revenues, the ratios appear to be in line with the
usual experience of manufactured gas companies. Furthermore, the
North Shore System can absorb a considerable increase in business
without increasing the present personnel, and it seems to us that
through a better centralization of customers' accounting and other
commercial functions, the present payroll could probably be reduced
to some extent.
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Taxes. Total taxes of the Gas Company in 1939 amounted to $112,758,
including $11,884 of income taxes and vere equivalent to

7.83£ of gross operating revenue. The corresponding taxes of the
Coke Company amounted to $55,394, including $18,332 of income taxes,
and the total tax burden of that company was equivalent to 5.2# of
gross operating revenue Including gas sales to the Gas Company.
On a combined basis, the tax burden of the system was equivalent
to 8>5$ of gross operating revenue, including coke sales, and to
11.5$ of gas operating revenues alone, and was likewise equivalent
to 1.85£ of the estimated original cost of the property. The
latter two figures give a much better basis of comparing the tax
burden of the system with that of other gas utility companies, and
such comparison indicates that on a combined system basis the tax
burden of the North Shore companies is about In line with average
experience. As previously noted, on Page 50 of this report, the
tax burden of the system showed a sharp increase between 1933 and
1939, but this was In line with the general experience of the
utility industry.

Depreciation. The annual depreciation charges of the Gas Company
are based on an order Issued by the Illinois Commerce

Commission on December 30, 1920, which order specified that the
company set up an annual depreciation charge of $35,000, plus 1.15%
on all net additions and betterments made to the property subsequent
to December 31> 1920. The 1939 depreciation charge which amounted
to $112,287 was equivalent to about 1.9# of the original cost of
the depreciable tangible property and appears to be adequate, In
our opinion, in relationship to the long-term requirements of the
property. The charges for the prior years also appear to be
adequate, and therefore no adjustment need be made for inadequate
depreciation in the actual depreciation charges of the Gas Company
shown In the previously presented 11-year income account. It
should be noted, as a matter of interest, that the depreciation
charged to operations during the past 5~year period was Identical
with that allowed for Federal income tax purposes. The company
claimed somewhat higher depreciation charges on its income tax
return for the years 1935 - 1938 inclusive, but these were disallowed
by the examiner of the Bureau of Internal Revenue and were reduced
to the amounts actually shown In the income account.

As will be noted from the 11-year income account table previously
presented, the depreciation charges of the Coke Company have varied
widely during the period under review. The company's depreciation
charge for 1930 was about $80,000, but this was reduced to $48,000
for each' of the years 1931 - 1936 inclusive, and then was raised
to $60,000 annually for the year 1937 and subsequently. For income
tax purposes, the Coke Company has been allowed an annual deprecia-
tion credit of $80,000 throughout the period under review. Taking
into account the type of property owned and its long-term deprecia-
tion requirements, it appears to us that an annual depreciation
charge of about $69,000 for the Coke Company would be more in lino
with conservative accounting practice, and we would make a corres-
ponding adjustment in considering tho reported net earnings of the
company.
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COMPETITIVE SITUATION AND PROSPECTIVE EARNINGS

In order to arrive at conclusions as to the future trend of earnings
of the gas utility operations, it becomes necessary to examine the
company's sales promotion activities, the losses of load to
competition, the saturation of the existing market, and the competi-
tive position of the present gas rate structure. The results of
our analysis of these and other related factors are summarized below,

Appliance Sales The following tabulation gives the Gas Company's
& Load Building gross merchandise and jobbing sales, and the net

cost of sales promotion by years for the period
1930 - 1959 inclusive.

Sales
Year Total Sales per Meter

1939 $237,396 $ 8.76
1938 159,956 6.02
1937 338,419 12.81
1936 248,638 9-67
1935 201,040 8.02
1934 129,930 5-36
1933 82,138 3.46
1932 70,042 2.94
1931 120,733 4.99
1930 187,549 7-46

Net Cost of
Sales Promotion

$68,490
66,834
55,301
9,845
23,079
49,920
46,511
38,998
38,170
24,867

Net Cost of Sales
Promotion per Meter

$2.52
2.52
2.09
.39
• 92

2.07
1.96
1.64
1.57
.99

Due to changes made in the classification of accounts, the merchandise
sales as shown on the company's books do not now include water heat-
ers and conversion burners installed on customers' premises on a
rental basis. In addition, under the old classification in effect
prior to January 1, 1938, the cost and charges for repairs to
customers' appliances were Included in merchandise sales, whereas
since January 1, 1938, these items are charged to operating expenses.
In order to put the figures on a comparable basis throughout the
period covered by the above table, and owing to the fact that a
majority of applirmcos put out on a rental basis result in actual
sales, we have Included the sales price of such rental appliances
in the above total sales figure and have likewise included the work
on customers' premises.

It will be observed, from the above table, that total merchandise
and jobbing sales showed a consistent increase from the low point of
$2.9̂  per meter reached in 1932, to a peak of $12.81 per metor in
1937. In 1938 such sales dropped to $6.02 per meter, which is
about one-half of the 1937 unit sales figures and then recovered
to $8.76 per meter in 1939, but this was still about 30£ below
the 1937 peak figure.



Amount

$109,866
78,654
105,398
69,712
69,164
75,903
64,979
52,626
64,789
67,632

Average
For Meter

$4.05
2.96
3.99
2.71
2.76
3.13
2.74
2.21
2.68
2.69

Amount

$41,376
11,821
50,096
59,867
46,085
25,983
18,468
13,628
26,619
42,765

% of Gross
Merchandise Sales

20.3
8.4

17-5
24.1
22.9
20.
22.4
19.4
16.5
22.7
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The net cost of sales promotion shown above is a net figure obtained
by deducting the net profit on merchandise sold from gross sales
promotion expense incurred in the development of ncv business. The
gross sales promotion expense figures, and the corresponding net
profit on merchandise sales, are shown in the following table:

Gross Sales Promotion Expense Not Profit on Merchandise

Year

1939
1938
1937
1936
1935
1934
1933
1932
1931
1930
The net profit on merchandise shown above was derived by deducting
from gross merchandise and jobbing sales the cost of appliances and
material, the labor and other installation expenses, a small store-
room handling charge equivalent to about \% of the cost of material
or appliances, the clerical salaries, and the uncollectible accounts
and losses on rental installations repossessed. The salaries of
the commercial department supervisors and the salaries and com-
missions paid to salesmen on appliances sold arc included in sales
promotion expense. The above method of accounting docs not give
a true picture, and it appears that, after allowing for salaries
and commissions and other expenses chargeable to merchandising,
the company's merchandising activities have been carried at a small
loss. This, however, is not an unusual situation, as many other
utility companies have experienced similar losses on their mer-
chandising operations. The sharp drop in net profit on merchandise
sales experienced in 1938, as shown in the table above, was
primarily the result of a corresponding sharp drop in gross sales,
which was accompanied by a large reduction in gross sales promotion
expense, as compared with 1937- As will be noted from the above
figures, the corresponding net cost of sales promotion of $66,834
in 1938 was actually higher than the 1937 figure of $55,301 which
had the benefit of a much higher gross merchandise sales volume.
Similarly, in 1936 when a large volume of gross merchandise sales
was enjoyed, the net cost of sales promotion amounted to only
$9,845 in spite of the fact that gross sales promotion expense
amounted to $69,712 in that year. The latter figure was reduced to
a net sales promotion cost of $9,845 by the offsetting net profit
of $59,867 on merchandise sales.
In general, the above tables show that, while the company's yearly
gross sales promotion expense has been large, the net cost of sales
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promotion is influenced to a very large extent by the volume of
gross merchandise sales, and during years when the gross merchandise
sales are high the company's net sales promotion expense is
correspondingly reduced on account of the higher net profit on
merchandising and jobbing activities. The gross sales promotion
expense has increased consistently during recont years with the
exception of 1938, and reached a new high in 1939- The net cost
of sales promotion has also shovn considerable Increase subsequent
to 1936. This is largely due to fluctuations in gross merchandise
sales and net profit on such sales as previously noted. In
general, it appears that tho most effective means for keeping the
net cost of soles promotion down is by increasing tho volume of
merchandise sales. Tho latter, of course, is also of great im-
portance from the standpoint of Increasing tho volume of gas salos
and protecting the company's load against inroads by competing fuels

The following table gives the number of major gas appliances sold
during the past five-year period:

1Q3Q. 1938 10,37 1Q56

Ranges
Refrigerators
Side-Arm Water Heaters
Automatic Water Heaters
Central House Heating Jobs
Auxiliary Space Heating Equip.

1219
337
27
864
195
51

835
219
43
497
133
43

1271
478
82
730
415
99.

1216
391
108
361
73
35

1010
292
122
319
80
23

The above figures include appliances sold direct by the company's
own sales force as well as most of the appliances sold by a number
of co-operating dealers and plumbers under a cooperative plan which
will be discussed subsequently. In addition, however, there was a
considerable number of gas appliances, particularly ranges, sold
by other dealers in tho territory which are not Included in the
above figures.

With reference to the above tabulation, particular attention is
called to the large increase in the number of automatic water heaters,
refrigerators and central house-heating installations in 1937 and
subsequently. As previously noted, the company reduced its water-
heating and house-heating rates in 1937 and this, together with an
aggressive load-building campaign, was partly responsible for the
large increase in the number of units sold.

Another factor responsible for the increased sales during recent
years was the resumption of new building construction activity in
the territory. An analysis of the company's new building reports
shows that the division of the cooking, water-heating, refrigeration
and space-heating loads among the various competitors was as follows
for the new buildings completed since January 1, 1937=
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First 3 nos.
of 1Q40 Year 339 Year lQ"5fi Year 1Q37

Equipment

Ranges
Gas
Electric
Oil
None or Undecided

Total

Water Heaters
Gas
Electric
Oil (Water Heaters)
Oil (B & G Attach-

ments*)
Solid Fuel
None or undecided

Total

Refrigerators
Gas
Electric
Ice
None or undecided

Total

House Heating
Gas
Oil
Solid Fuel
None or undecided __

Total 53

Nun- % of Nuni- % of Num- % of Nun- % of
ber total ber total her total ber total

45
8-
-

53

32
6

i 4

4
3
4
53

11
39
2

53

19
20
14

84
15-
-

100

60
11
7

7
5

__I
100

20
73
3

.9

.1

To

.5

.3
• 5
-5
.7
^
.0

-7
.6
-8

1.9
100.0

35
37
26

.8

.8

.4

188
37
3
14
242

141
20
7

17
20

-3_Z
242

53
150
15
24
242

105
66
62

77
15
1
-7
.3
.2

141
6
31

78
3
17

.8

.3

.3
S.8 _ L 0.6

100

58
8
2

7
8

.0

.3
-3
• 9
.0
.3

179

108
15
5
15
13

100

60
8
2

8
7

.0

.3

.4
-7
.4
• 3

195
34
1

-12
243

131
15
37
13
28

1*5.2 23 12. Q 1Q.
100

21
62
6

.0

• 9
.0
.2q.q

100.0

43
27
25

.4
• 3
.6

179

29
121
22
—Z
179

63
52
51

100

16
67
12

100

35
29
28

.0 ,

.2

.6

.3
*2
.0

.2

.0
• 5

243

35
164
22

-22.
243

83
93
62

80.
14.
0.
*5 .

100.

53-
6.
15.
5-
11.

3
0
4
2
0

9
2
2

4
5

7- ft
100.

14.
67-
9-

100.

34.
38.
25-

0

3
5
1
1
0

2
2
5

100.0 242 100.0 179 100.0 243 100.0

Note:- » B & 0 denotes Bell & Gossctt attachments, which are connect-
ed to house-heating oil burners and furnish hot water service
from the oil burner throughout the year.

The above table shows that for tt̂ fpeTlod January 1, 1937 to March
31, 1940 about 82.658 of the cooking load went to gas, 12.356 to
electricity, and 5-156 to other fuels. The corresponding division
of the water-heating load was 65«1# gas, 8.856 electric, 1656 oil, and
10.1J6 solid fuel. In the refrigeration field, the Gas Company was
able to obtain 19«3£ of the total load, while 71-5/6 went to electricity
and 9.256 to ice. The new house -heating load was divided 39-2J6 gas,
33.4J6 oil and 27.456 solid fuel, i.e., coal or coke. While the
company has been able to secure a good share of the load in new
homes, the significant thing disclosed by the above figures is that
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the relative proportion of the cooking and water-heating load vhich
went to electric and oil competition was much greater than would
be expected. For example, another nearby gas company which we
studied was able to secure 88.3# of the total cooking load in new
homes in 1939, while the electric competitor obtained only 10.7# of
such load. Similarly, this other gas company obtained 63.8# of the
new water-heating load, while the proportion going to the competitors
was 1.1# electric, 1.3# oil, and 33-856 solid fuel. The North Shore
Gas Company, on the other hand, was able to secure a much greater
proportion of the new refrigerator load than the other gas company;
the latter obtained only 12.4# of the refrigerator load, whereas
North Shore Gas Company was able to obtain 19-3# of the total re-
frigerator load in new homes built in its territory during the period
under review. The rates of tho other gas company are considerably
lower and by far more promotional than the rates of North Shore Gas
Company and this probably accounts for tho relatively large proportion
of the water-heating load that went to electric and oil competition
in the North Shore Company's territory.

On the whole, it appears to us that the company's appliance sales
efforts have been comparatively satisfactory, particularly in view
of the fact that existing gas rates are not as competitive or as
promotional as would be desired. It should be noted, however, that
a large proportion of the total range sales during the above five-
year period represented replacements of old equipment and this did
not Increase the gas consumption. In fact, the new gas ranges
often result in a decrease in gas consumption owing to their much
higher efficiency of gas utilization as compared with the much lower
efficiency of the old ranges which they replace. However, while
the replacement of old ranges is not beneficial from the standpoint
of net operating revenue, particularly when the concomitant sales
promotion expense is taken into account, the fact remains that this
activity is absolutely essential as a protection measure against
competition, because when a customer acquires a new gas range he
is no longer apt to switch over to electric cooking, at least for
years to come. A relatively large number of automatic water heater
sales also represented replacements of old water heaters and probably
did not add much load. For example, such replacements were
equivalent to about 22% of the total automatic water heater sales
in 1939, about 33£ in 1938, and 40J8 In 1937. A considerable portion
of the gas sales efforts and sales promotion expense was devoted
to development of house-heating business which, as previously noted,
yields a relatively small gain in net operating revenue in relation-
ship to the corresponding increase in the volume of gas sales and
the additional production, transmission, and distribution capacity
utilized in order to serve this type of load, particularly during
peak load periods.

Loss of Load In so far as the over-all net results are concerned,
to Competition, the new business development efforts of the company

discussed above have been offset, to a considerable
extent, by losses of load already on the lines to competitors and
this was particularly serious in the case of water-heating load. The
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company has been very cognizant of this situation and from time to
time has kept track of the number of water heaters as well as the
corresponding monthly gas consumption lost to competition. From
an analysis of the company's water-heating reports covering the
period August 22, 1931 to December 31, 1939 > the water-heating load
lost to competition was approximately as follows:

No. of Water Heaters Lost
To Oil
To Coal
To Electricity

Total

193 Q 1Q38 1Q.37 1Q36 1Q31-35 Total

17
9

44
25

80 123

39
37

_5JL130
29
130

574
145
-11732

768
245
182

1195
Gas Lost - Mcf/mo
To Oil
To Coal
To Electricity

Total

121.4 448.1
17.3 136.9

133.3 164.q
272.0 749.9

367.5
122.3
202. 3
692.1

701.6
94.1
44.7
840.4

5641.2
785-6
263.6
6690.4

7279-8
1156.2
808.8
9244.8

Average Monthly Consumption
per Water Heater Lost - Mcf
To Oil
To Coal
To Electricity

% of No. of Joba Lost
To Oil
To Coal
To Electricity

7.14
2.40
2.47

10.18
5-48
3.24

9.42
3.31
3.75

7.46
3-24
6.39

21.3 35-8 30. 72.3
11.2 20.3 28-5 22.3
67-5 43.9 41.5 5-4

of Gas Lost
To Oil
To Coal
To Electricity

44.6 59-7 53.1 83-5
6.4 18.3 17-7 11.2

49.0 22.0 29-2 5-3

9.83
5.42
2.02

78.4
19-8
1.8

84.3
11.7
3.9

9.48
4.72
4.44

64.3
20.5
15.2

78.8
12.5
8.7

According to the above analysis, the company lost about 1195 water
heaters to competition between 1931 and 1939> representing an average
monthly consumption of 9,244,800 cu. ft. Most of the water heaters
lost apparently were of the automatic type, as out of a total of
1195 jobs lost, only 146 were specifically identified as side-arm
heaters in the company's water-heating reports. It will be noted
further that the water heaters lost to competition during the period
under review represented largo users, as the composite average
monthly consumption per water heater lost was in the neighborhood
of 7,100 cu. ft. The largest consumers switched to oil while the
smaller consumers went over to coal or electricity. During the
entire period covered by the above table, it will be noted that oil
competition accounted for 64.3# of the total number of water heaters
lost, while coal accounted for 20.5#, and electricity for 15-2#.
Prom a standpoint of m.c.f. volume of gas lost, oil competition
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accounted for 78-856, coal for 12.556, and electricity for 8.756- It
is significant to note, however, that electric competition in the
water-heating field has been gaining momentum, particularly during
the past three years among the smaller consumers. For example, in
1936 electric competition accounted for only 5-4# of the total
number of jobs lost and for only 5-356 of the corresponding volume.
These figures increased to 67-5J6 and 49j6, respectively, in 1939.
On the other hand, the losses to oil and coal competition have boon
in a downward trend during recent years, although tho corresponding
load lost to those competitors is still relatively appreciable.

The following tabulation gives a further breakdown of the estimated
monthly gas consumption of the water-heating load lost to competition
between August 22, 1931 and December 31. 1939. by districts, showing
the m.c-f. volume lost as well as the percentage of such volume lost
to oil, coal, and electricity, respectively. The breakdown is as
follows:

__ Estlumtpd Monthly Gas Co/ngymption Lost____
Total

To Oil To Coal To Electricity Dist. Loss
56 of 56 of 56 of 56 of

District M.e.f.total M.e.f. total M.c.f. total M.c.f. total

Waukegan 216.6 36-5 172 29.0 205-3 34.5 593-8 100.0
Lake Forest 1210.9 91-4 80 6.0 34.6 2.6 1325-5 100.0
Highland Park 1426-7 66.8 525-1 24.6 186.2 8-6 2138-1 100.0
Winnetka 4392-7 86.8 339-2 6.7 330.2 '6.5 5062.1 100.0
Libertyville 32.9 26.2 39-9 31-8 52.5 42.0 125-3 100.0
Total all
Districts 7279-8 78-8 1156.2 12.5 808-8 8-7 9244.8 100.0
It will be observed that the losses of water-heating load to other
fuels have not been uniform between the various districts. The
percentage of loss to oil has been the highest in all districts with
the exception of Libertyville whose highest loss was to electric
competition. It will be further observed that electric competition
has also been a largo factor in the Waukogan district, whereas oil
competition accounted for the biggest share of the loss in the Lake
Forest, Highland Park, and Wlnnotka districts with coal competition
next in importance. A further examination of the losses incurred
in the various districts indicates that tho inroads of oil competi-
tion wore particularly severe in the Winnetka and Highland Park
Districts during the years 1932 - 1933- During that two-year period,
about 7556 of tho total number of jobs lost and more than 7oj6 of the
corresponding gas volume in the company's entire territory were
accounted for by losses to oil competition in the Winnetka and
Highland Park districts alone.
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It appears that during the above two-year period the Winnetka end
Highland Park districts were subjected to aggressive campaigns on
the part of the oil burner dealers. While the effect of oil
competition has not been as pronounced during recent years, it seems
to us that this competition is likely to continue to make appreciable
inroads into the company's water-heating business, and with recent
Improvements in the efficiency of oil water heaters, the competitive
situation could conceivably become more serious as time goes on
unless it is met by a more competitive gas rate structure.

In conclusion it may be of interest to note that the loss of tho v-ter-
heating load discussed above is equivalent to an annuai gross revenue
loss somewhere between $90,000 and $100,000 on the basis of present
rates charged for this class of service, while the corresponding
loss in net operating revenue is equivalent to about $50,000 on en
annual basis.

In view of the fact that electric competition has shown a relatively
sharp increase during recent years, we made a further analysis of
available data in order to show the effect of electric competition
on the existing cooking and water-heating load of the Gas Company
in thD various operating districts. The available data cover the
period January 1, 1937 to March 31» 19̂ 0, and the results of this
analysis are presented in the accompanying table.

The table in question shows the number of electric ranges and water
heaters that have replaced gas ranges and water heaters in the period
under review, and likewise shows the number of electric ranges and
water heaters that the Gas Company has been able to replace with
gas equipment during the same period. As will be noted from the
tabulation, the Gas Company sustained a net loss of 299 ranges to
electric competition between January 1, 1937 and March 31, 19̂ 0.
The Waukegan district accounted for over 6b% of the total net loss.
Similarly, during the same period, the company sustained a net loss
of 201 water heaters to electric competition and the Waukegan
district alone again accounted for almost 59# of this total loss.
The relatively large loss which occurred in the Waukegan district is
rather significant in that the average spendable money Income per
family in that area is considerably lower than that found in the
southern districts, and one would normally expect that electric
cooking and water-heating competition would be less severe in the
Waukegan district on that account. It appears, however, that this
is not at all the case, and the Waukegan territory at present gas
and electric rate levels is a fertile field for electric competition,
particularly if the competing electric utility were to increase its
sales promotion efforts among the medium size families of better
than average income. The relatively smaller progress made by
electric competition in the high Income districts such as Lake
Forest, Highland Park and Winnetka, is probably explained by the
fact that most of the homes in these districts are relatively largD
and their gas consumption is such as to give them the benefit of the
lower steps of the various optional gas rates, with the result that
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First 3 Months of 1940
Elec. Ranges Replacing Gas 14
Gas Ranges Replacing Elec. 6
Net Loss to Elec. Competition &
Year 1939
Elec. Ranges Replacing Gas 59
Gas Ranges Replacing Elec. 17
Net Loss to Elec. Competition 42
Year 1938
Elec. Ranges Replacing Gas 77
Gas Ranges Replacing Elec. IS

Net Loss to Elec. Competition 52
Year 1937
Elec. Ranges Replacing Gas 97
Gas Ranges Replacing Elec. 17
Net Loss to Elec. Competition 80
Total Net Loss to Electric
Competition-Jan. 1, 1937 to

March 31, 1940 192

WATER HEATING LOAD
First 3 Months of 1940
El. Water Heaters Replg. Gas 5
Gas Water Heaters Replg. El. 0
Net Loss to El. Competition 5

Year 1939
El. Water Heaters Replg. Gas 41
Gas Water Heaters Replg. El. 1

Net Loss to El. Competition 40
Year 1938
El. Water Heaters Replg. Gas 40
Gas Water Heaters Replg. El. 0
Net Loss to El. Competition 40
Year 1937
El. Water Heaters Replg. Gas 32
Gas Water Heaters Replg. El. 0
Net Loss to El. Competition 32
Total Net Loss to Electric
Competition-Jan. 1, 1937 to

March 31, 1940. 117
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16
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7

25

0
0
0

2
0
2

1

1

2
Q
2

5

Park
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4
3
1

14

9
32
-230

36

1
_oi

9
0
9
14
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-fi
23
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4
-I

12
4
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11
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13
2
11

.28

2_s
2

6
Q

~D

9
9
6
0

~5

23

Liberty
ville

1
-1
0

5
1
4

7
4
3
14
-i11

18

3
_1
2

1
0
1

1

0

6
-§c

9

Total

22

65
58

125
"it
165
-26.
139

299

11
10

59
58

65

-si
69

201

* Net Gain.
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the average price paid for gas is more competitive with electricity
as compared with the situation found in the case of smaller users.
Another factor that probably accounts for the better progress made
by electric competition in the Waukegan area is that the competing
electric utility company has about 300 employees in the City of
Waukegan, and consequently a number of the present electric cooking
and water heating users are undoubtedly employees of the electric
company. At any rate, as will be noted from the aforementioned
tabulation, the electric cooking and water-heating competition has
boon making inroads into the Gas Company's business during recent
years, and while the losses already sustained are not of alarming
nature in comparison with the experience of other gas companies, it
is our feeling that this form of competition can become more serious
in the future, particularly if the competing electric utility were
to intensify its sales promotion program. It further appears to
us that the Gas Company's existing rate structure is rather weak
from a competitive angle, and this factor will be discussed in
considerable detail under a subsequent heading of this report.

Incidentally, the electric water heater figures shown in the afore-
mentioned tabulation are larger than those previously shown on the
basis of the analysis of the company's water heater reports. The
figures disclosed by the latter reports apparently are in error, and
we are inclined to rely on the higher figures. As of the end of
March 1940, there was a total of 329 electric water heaters in
service within reach of the Gas Company's lines, and of this total
152 electric water heaters were in the Waukegan district, 14 in the
Lake Forest district, 87 in Highland Park, 60 in Winnetka, and 16
in the Libertyville district. The corresponding electric ranges
as of the same date amounted to 765 and were distributed 46? in the
Waukegan district, 35 in Lake Forest, 104 in Highland Park, 116 in
Winnetka, and 43 in the Libertyville district. By the end of Mr.y
1940, the number of water heaters showed an increase to 341 units,
and the ranges to 782, showing a net increase of 12 electric water
heaters and 17 electric ranges during the two-month period. In-
cidentally, about 200 of the electric ranges now in service in the
Waukegan district were installed in Zion prior to the time when the
company started distributing gas in that community in 1930, and in
reality, therefore, these do not represent losses to electric
competition.

The company has been doing a comparatively good job in connecting
Electrolux gas refrigerators to ItsTHies, as noted from a previous
tabulation. It is of interest to note, in that connection, that
the company has been successful in replacing a considerable number
of electric refrigerators and such replacements amounted to 71 units
in 1937, 100 units in 1938, and 128 units in 1939- This is a
relatively good record, particularly in view of the fact that the
present rates of the company do not offer much inducement from the
standpoint of competitive operating costs to the refrigerator owner,
and, in addition, the purchase price of the gas refrigerator unit is
higher than that of the electric refrigerator. We understand that
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there Is a large number of old electric refrigerators in the territory
that are good prospects for replacement in the not far distant future,
and it seems to us that, with a more promotional gas rate coupled
with an aggressive sales campaign, many of such refrigerators could
be replaced with gas units.
It may also be of interest to note the relative loss of gas house-
heating installation to other fuels. Between 1932 and 1939, the
company attached 1,012 central house-heating jobs to its lines,
while during the same period it lost 228 jobs to other fuels making
a net gain of 784 installations. Thus, the Jobs lost to other fuels
were equivalent to about 22£$ of gross sales. Losses to competing
fuels reached a high of 35 Jobs in 1934, but during the past three
years have varied between 16 and 19 jobs annually. On a percentage
basis, the loss of house-heating jobs to competing fuels was relative-
ly heavy during the depression period, and this indicates that during
periods of prolonged economic stress the house-heating load of the
company would probably show considerable Instability as there would
be a tendency for people to switch back to cheaper forms of heating
in order to effect economies under such conditions. As of the end
of March 1940, the company hcd 1,116 active house-heating installa-
tions on its lines, including 179 conversion burners on a rental
basis. These rental installations were equivalent to only 16% of
the total number of active jobs on the system and this is a relatively
favorable ratio.

Sales Organization & The local sales organization of the Gas
Promotional Methods. Company is under the direct supervision of

Mr. George C. Klopf, Commercial Manager. He
has been serving in that capacity for the past five years, and prior
to that time he was connected with the Baehr Organization in the
capacity of Commercial Manager since about 1926. Between 1919 and
1926 he was engaged in sales work on various operating properties
of North American Power & Light Company, particularly Illinois Power
& Light Corporation, in which Mr. William A. Baehr had an interest.
After Mr. Baehr sold out his interest in the North American Power &
Light system, Mr. Klopf was transferred to the Baehr Organization.
Mr. Klopf originally started in the utility business as an employee
of Peoples Gas Light & Coke Company, and when he left that company
in 1919 to go with the North American Power & Light Company properties,
he was the manager of one of the large district stores of Peoples
Gas Light 4 Coke Company. Mr. Klopf's sales experience is quite
extensive and he has kept abreast with modern merchandising methods.
He has a pleasing personality, and our observations lead us to
believe that he is a good coordinator. He Is about 57 years old.

In addition, the load-building activities of the Gas Company are
supervised by Mr. H. 3. Oyen, Commercial Manager of the Baehr
Organization, who also renders similar supervisory services to other
subsidiaries of North Continent Utilities Corporation. Mr. Oyen,
who is 41 years old, has been serving in his present capacity since
June, 1936, and prior to that time he was in the employ of Central
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Illinois Electric & Gas Company, as Sales Supervisor, for seven years.
He outlines the various sales campaigns and promotional methods, and
supervises their operation through contact with Mr. Klopf, but before
being placed Into effect, the various sales programs must first re-
ceive the approval of Mr. William A. Baehr. In our opinion, Mr.
Oyen is a capable sales organizer and well informed on load-building
methods.

It seems to us, however, that from the standpoint of effective
supervision and performance, the present setup results in some
duplication of effort and does not afford as good a degree of co-
ordination and centralization of authority as would be desired. The
local Manager of the Gas Company apparently has only very limited
control over the load-building organization and is not very active
with respect to the sales promotion program. Most of his time is
devoted to the supervision of the physical operations of the property
and to public relations, particularly in the Waukegan District.
Under the present setup the responsibility and authority of the local
Commercial Manager of the Gas Company also appears to be somewhat
limited. While, as previously noted, the company's appliance sales
efforts have been comparatively satisfactory, it seems to us that
the load-building program could be improved still further by cen-
tralizing tho authority and responsibility as to this function under
strong and load-building minded local management.

The company maintains a separate sales force in each of the various
operating districts and the salesmen work under the supervision of
the local district superintendents, who also supervise the local
merchandise appliance sales stores and other operations of their
respective districts. The number of outside salesmen employed has
varied from year to year. In 1935, for example, the company had
12 such salesmen, and this number was increased to 14 in 1936, and
to 15 in 1937- Subsequently the sales force was reduced to 13
in 1938 and then increased to 17 in 1939. In May, 1940, the company,
in an effort to reduce new business promotion cost by about $30,000
per year, reduced Its sales force by laying off 7 salesmen. This
represents a cut of 3 salesmen in the Waukegan District, 2 salesmen
in the Highland Park District, and 2 salesmen in the Winnetka District,
As a result, the present sales force consists of 3 domestic salesmen
in the Waukegan District, 1 in the Lake Forest District, 2 in the
Highland Park District, 2 in the Winnetka District, and 1 in the
Libertyville District. In addition, there is 1 new building sales-
man in the Winnetka District who covers the new homes being built,
both in the Winnetka District and Highland Park District, whereas
prior to May, 19̂ 0, the Highland Park District had a new building
salesman of its own. The company also employs an industrial sales
engineer, one house-heating engineer, and one assistant house-heating
and commercial engineer. These men headquarter at Waukegan, but
their services are available to the entire territory served. There
is also a home economist at Waukegan who covers the Waukegan,
Libertyville and Lako Forest Districts, and another home economist
at Winnetka who covers the Winnetka and Highland Park Districts.



-92
P

The engineers and home economists are on a straight salary basis,
while the salesmen work on a salary and commission basis. Prior
to the recent change, the compensation of the domestic salesmen was
based on a salary of $1.50 per day, plus a commission of 12£ per
cent on the sales price of the appliances. In connection with the
recent change, however, the salary was raised to $2 per day, but
the commission was reduced to 10 per cent. On automatic water-
heater sales the salesmen get a flat commission based on the size
of the water heater rather than on the sales price and this, we
believe, is a desirable arrangement as it recognizes the amount of
gas load addod by the appliance to the system. The water-heater
commissions are as follows:

Size of Water Heater Qomn^aslon per Unit

30 Gallons or Less $10.00
31 to 65 Gallons 12.50
Over 65 Gallons 15.00

Identical commissions to the above are paid to cooperating plumbers
on automatic water heaters sold by them and representing new
installations. When the water heaters sold arc replacements of
all units the commissions are smaller, varying from $5-00 to $7-50
per unit.

On house-heating conversion burner sales the domestic salesmen now
get a flat commission of $10.00 per job, as compared with a $40.00
commission formerly paid. Up to some time ago the company was also
paying a $10.00 bonus to employees on house-heating prospect leads
resulting in actual sales, but this bonus was also discontinued.
la view of tho relatively unprofitable nature of the house-heating
load under existing conditions, the above reductions are a step in
the right direction, in our opinion, as the house-heating load
development expense under the previous arrangement was relatively high,

The domestic salesmen's compensation plan also provides special
inducements in the form of a bonus for turning on automatic water
heaters which have been out of service, for removals of furnace
water-heating colls, and for replacing electric ranges, water heaters
and refrigerators with gas equipment. In connection with the
replacement of electric appliances, the company offers special trade-
in allowances to the customers on the electric equipment removed.
The company recently started interviewing the electric range and
water-heater users in order to ascertain the reason why these
customers went to electric service. This information is obtained
when the salesmen calls on such customers for the purpose of trying
to change them over to gas service and in reality does not involve
additional expense. The information obtained should prove valuable
in connection with shaping tho company's future load -building
policies .

Bonuses are also paid to salesmen for converting the time-payment
appliance sales to cash sales.



-93-
P

".n general the salesmen's compensation plan has been carefully
/orked out and is in keeping with modern practices. In spite of
;he relatively low basic salaries in comparison with those paid by
3ther companies, the domestic salesmen of North Shore Qas Company
aave shown superior earning power and their total earnings in 1939
iveraged in excess of $220 per month, with earnings of some of the
salesmen exceeding $250 per month and running as high as $320 per
aonth. This indicates that the salesmen employed are good producers.

The company also pays bonuses to employees for prospects which
result in sales of appliances. The employees get a bonus of 156
on all domestic sales, except a flat bonus of $3.00 on automatic
,/ater heaters. The employees alao receive a bonus of $2.50 for each
lead that results in the replacement of an electric range with a
gas range.
The company follows a liberal installment-plan policy, the down
payments on appliances are reasonable, and the carrying charges on
time sales are equivalent to 6 per cent per annum on the initial
unpaid balance. Time payments on water-heater sales are spread
over a five-year period, while the corresponding maximum time
allowance on other appliances is four years for refrigerators, four
years for "Certified Performance" ranges, and three years for
standard ranges. Tank water heaters equipped with remote control
.nay be sold on an 18-month maximum basis, while the time limit on
this appliance where no remote control is installed is 12 months.
Conversion burners may take a maximum of 36 months for time payments
after one year's trial. Customers purchasing more than .one
appliance within a given time limit are allowed a discount on the
additional appliance. In addition, in connection with special
sales campaigns, particularly on refrigerators, the company offers
a bonus to any customer who furnishes a prospect which develops into
a sale. In our opinion, the setup governing the sale of appliances
on the installment plan and other related matters is in keeping with
modern practices in the industry and has been carefully planned.

The company has a group of "cooperating" appliance dealers - 6 in
the Waukegan District, 2 in the Lake Forest District, 3 in the
Highland Park District, 4 in the Winnetka District and 4 in the
Libertyville District. These dealers receive merchandise from the
company on consignment and are paid a commission on all merchandise
sold by them. In addition, there are 21 other dealers in the
company's territory, and these are larger concerns carrying their
own line of merchandise. The company has an arrangement with these
dealers whereby it connects free of charge all appliances sold by
them to its customers, except water heaters and house-heating equip-
ment. In addition, these dealers are allowed a discount on mer-
chandise that they may purchase from the company for resale, end
special discounts are allowed to architects, builders and apartment
house owners in the territory. In connection with the special
sales campaigns, the company also maintains close contact and
cooperates with all dealers in its territory. The company also has



established a contact with 34 cooperating licensed plumbers in its
territory who connect all water heaters sold and also help to sell
automatic water heaters on a bonus basis, as previously mentioned.

In general, the company's sales organization, sales promotion plans,
and cooperative arrangements with dealers in the territory have been
carefully planned, in our opinion, and are well designed to stimulate
sales effort. As previously mentioned, however, further improvement
could probably be attained by centralizing the authority and res-
ponsibility for the sales promotion functions under strong and
load-building minded local management in order to eliminate duplica-
tion of effort and bring about better coordination. In addition,
the recent reduction in the sales force, even if it were to effect
an immediate net reduction in sales promotion expenses, may not be
Q desirable step from the longer-term standpoint in view of the
competition now being faced by the company. The present sales
force is equivalent to about 3,900 meters por man in the Waukegan
District, 2,150 meters in the Lake Forest District, 2,650 meters
in the Highland Park District, 1,700 meters in the Winnetka District,
and 2,500 meters per salesman in the Libertyville District, with an
over-all company average of about 2,700 meters per salesman. In
this connection, we would prefer to see a sales force equivalent to
about 2,000 meters per man, or about 13 outsldo salesmen as a
minimum. Furthermore, if the company were to engage in a vigorous
load-building campaign, coupled with a rate reduction which will bo
discussed under a subsequent heading, a much larger sales force
would be advisable, in our opinion. We ere Inclined to question
the ability of the present sales force to adequately cover the
territory. The recent reduction in the sales force, however, should
in part be compensated by the fact that the retained salesmen have
shown superior performance in the past and, in addition, the co-
operative dealer arrangement now in effect affords additional coverage
of the market. Because of the importance of the volume of mer-
chandise sales to the net cost of sales promotion, as discussed in
detail under a previous heading, there is a question in our minds
as to how successful the recent reduction in the sales personnel
will be towards reducing the cost of sales promotion. The basic
salaries of the 7 salesmen laid off would amount to only $4,200 per
year, and It seems to us that this direct saving is not worth-while
when viewed from the standpoint of the necessity confronting the
company to protect its load agalnsicompetitlon and build up its net
operating revenue over a period of yeSrs. In addition to the above
direct salary payments of $4,200, the company, under an expanded
merchandise sales program, would also probably incur some loss on
the merchandise sold, but it is our feeling that such losses are
fully warranted, particularly when viewed from the longer-term
standpoint. Additional recommendations as to desired changes in the
sales promotion program to be used in the future will be made under
a subsequent heading of this report.
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Competitive Rate In order to neet competition, a rate differential
Considerations. in favor of gas service is of paramount importance.

General experience indicates that gas rates should
probably be from 15 to 20# cheaper than electric rates in order
to hold the cooking and vater-heating load against severe electric
competition. The experience of many gas companies, however, shows
that a rate differential alone has not been sufficient to forestall
the loss of cooking and water-heating business to electric competi-
tion, particularly in cases where the merchandising efforts of the
competing electric utility are more aggressive than those of a gas
utility. Therefore, in addition to a proper rate structure, a
gas company must pursue an aggressive promotional program if it is
to offset the psychological trend toward electric service.

The North Shore Gas Company competes with Public Service Company
of Northern Illinois in all of its operating area except in
Winnetka, which is served by a municipally-owned electric distribu-
tion system. The rates of the two electric competitors, however,
are the same. Both electric systems have an off-peak water-heating
rate of 1# per kwhr. and a cooking rate of 2^ per kwhr. The
electric rates are uniform throughout the entire area. According
to our computations, based on typical monthly consumptions and taking
into account the relative efficiencies of electric and gas appliances,
the monthly electric and gas bills for cooking, refrigeration and
water-heating service under the existing rate schedules compare as
follows:

Computed-Monthly Bills_____
Other Territory

Electric Service:
Refrigeration
Cooking
Automatic Water Heating

Total

Gas Service - General, Rate;
Cooking
Non-Automatic Water Heating
Refrigeration

Total

Gas Service - Optional Water-Heating Rate;
Cooking 2.74
Automatic Water Heating 3-67
Refrigeration 1.27

Total 7-68

Waukegan

$1.30
2.93
3.Q2
8.15

2.34
4.50
2. OS
8-89

$1.30
2.93
3.92
8.15

2.44
4.69

9-2

3'8l

7*95
It is estimated that about 80$6 of the total number of residential
gas bills in 1939 were rendered at the general rate, and therefore
the above comparisons between the cost of electric service and
the corresponding gas costs obtained under the general rate is of
particular significance. Oxir computations show that gas cooking
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billed at the general rate has a cost advantage of about 18 to 20%
over the cost of electric cooking. On the other hand, for combined
cooking, vater-heating, and refrigeration service, electricity has
a cost advantage of 8 to 13-^$ over gas service billed at the
general rate. Similarly, the cost of refrigeration under the
general gas rate is from 58 to 64$ higher than the corresponding
electric service cost. Obviously the general rate is not advantageous
to large domestic consumers, and it is essential that every effort
be exerted to transfer as many of these as possible to the more
promotional automatic vater-heating rate in order to protect the load
against competition.

The cost comparison under the optional combination water-heating
rate is somevhat improved in favor of gas, but even this rate shows
a cost advantage of only 2^ to 5'3A$ for combination cooking,
water-heating and refrigeration service. This rate differential is
not sufficient, In our opinion, to protect the load against aggressive
electric competition, and the present gas rate is not sufficiently
promotional in character so as to enable the sales force to build up
the water-heating and refrigeration load to a high saturation point,
in keeping with the income level of the territory served.

Furthermore, the water-heating rate must meet oil competition which
has already resulted in the loss of a considerable volume of business,
as previously noted. At the prevailing oil prices we estimate that
oil water heating is at least 50$ cheaper than gas, and in order to
equalize the cost, the present average price of about 18^ per therm
charged for water-heating service would have to be reduced to about
8^ per therm. Experience elsewhere shows, however, that a gas
company with an aggressive sales organization docs not have to
reduce its rates to this lovel in order to meet oil competition,
as the consumer apparently is willing to pay a higher price for the-
convenience of gas service, and consequently it appears to us that
a gas rate in the neighborhood of 120! per therm is probably suffi-
ciently low to protect the water-heating load against oil competition,
provided, of course, that an aggressive load-building organization
is maintained at the same time.

The gas used for house-heating purposes under the present rate
schedules works out to an average price of about 8j?i per therm. On
the basis of prevailing prices for other fuels, and taking the
relative efficiencies of utilization into account, the cost of heating
a home by means of gas is about 30$ higher than the corresponding cost
when oil heat is used, about 35$ higher than stoker-fired coal, and
about 15 to 22$ higher than the cost incurred by using a hand-fired
soft coal or coke heating plant. On the other hand the correspond-
ing figure in favor of anthracite is only about 6$.

In considering the competitive position of the house-heating gas
rate in relation to the prices of other fuels, it is well to keep
in mind that the class of people who are users or prospects for
gas house-heating service place a convenience value on gas above
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straight coal coats. Data collected by means of an actual field
survey some years ago with reference to the reactions of coal users
to the convenience factor, Indicate that the preponderance of pros-
pective gas house-heating customers in considering a change fron
coal to gas, are willing to place a convenience value in the
neighborhood of $50 per heating season on gas service above straight
coal costs. Other factors in favor of gas house-heating to be taken
into account are savings due to less frequent redecorating of walla,
cleaning of rugs and draperies, and other similar expenses because
of the cleanliness of gas house-hoating service. The latter also
has an advantage in the relative maintenance and replacement cost3
of the central house-heating plant, particularly in comparison with
oil-burner installations. When all of the above factors arc taken
into account, it seems to us that no reduction should bo made in tho
house-heating rates of the company under existing conditions. Fur-
thermore, owing to the existing peak-load characteristics of the
system, discussed on pages 25 - 27 of this report, whereby the
installation of a considerable additional capacity would become
necessary in the event of a substantial increase in house-heating
load, it appears advisable to divert much of the present sales
promotion efforts from house-heating to other types of loads, parti-
cularly water-heating and refrigeration, as will be discussed in
more detail in a subsequent paragraph.

While it would be desirable to ultimately revise the general rate,
this is inadvisable as an Immediate step because it would result in
a very large loss in revenue which cannot be regained by way of
load-building activities. As previously mentioned, the gas utility
system is now earning far less than a reasonable rate of return on
the estimated depreciated original cost of the property. In
addition, the general rate is designed for the small gas users, most
of whom, as a rule, do not use a sufficient amount of gas so as to
carry their proportionate share of the costs incurred by the company
in furnishing the service.

As an initial step toward an objective rate program, we would
recommend a more promotional combination cooking, water-heating and/or
refrigeration rate, coupled with an aggressive load-building campaign.
The step we have in mind is to eliminate the two existing water-
heating rates (the General and Automatic Water Heating Rate and the
Optional Combination Water Heating Rate) and to substitute the
following rate schedule in their place:

First 400 cu. ft. or less consumed per month - 41.00 (minlmun)
Next 2000 " " consumed per month - $1.27 per M.c.f.
All over 2400 cu. ft. consumed per month - .70 " "

The above rate represents a reduction of 30# in the third step of
the present optional water-heating rate (shown on Page 53 of this
report) and likewise represents a reduction of 39# in the third
step of the present general and automatic water-heating rate. The
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proposed rate Is to apply uniformly throughout the entire territory
served.
A consumer analysis, based on a breakdown of the billings by
consumption blocks for the year 1939> indicates that the proposed
rate vill effect an annual reduction of about $24,000 to present
users. This rate reduction, however, while not warranted from the
standpoint of present rate of return, Is extremely advisable, in
our opinion, as a protective measure against competition, and is
likewise highly desirable from the standpoint of giving the sales
force a promotional typo of rate in order to secure a larger share
of the new load, as well as water-heating and refrigeration loads
now being served by competitors. In addition, of course, the
proposed rate should stimulate additional usage among the present
customers served under the general rate as it offers a substantial
inducement for converting their present tank heaters to automatic
operation without a large increase in the monthly bill. As a matter
of interest, we are giving below a tabulation showing the typical
monthly bills computed for different types of use under the proposed
rate:

Computed Monthly..Bills
Waukeyan Other Territory

Proposed Combination
Gas Service Rate;

Cooking $2.7̂  $2.84
Water Heating 2.84 '2.91
Refrigeration 1.24 1.30

Total 6782 7.05

In comparison with electricity, the above rate has a cost advantage
of about 16 to 18̂ 6 for cooking and water heating and a corresponding
cost advantage of 13i to 16££ for combined cooking, water-heating
and refrigeration service. In addition, for water-heating service
the proposed rate is much more competitive with oil than the rates
now in effect. While the above rate differentials in favor of
gas are not as high as would be desired, it is our feeling that
the proposed rate, coupled with an aggressive sales promotion
organization, should place the company in a much stronger competitive
position, than now is the case.

As time goes on, however, additional rate adjustments will probably
become necessary to the ond of eliminating a number of the present
rate schedules and combining them into, say, three permanent rate
schedules, such as a general rate, a combination cooking, automatic
water-heating and/or refrigeration rate and a combination space-
noating rate, plus, of course, the present special industrial rate.
In addition, the ultimate rate policy would have to be pointed
toward a large users' rate even more promotional in character than
that proposed above, particularly should there be a future reduction
in the electric rates applicable to cooking and water-heating loads.
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In that connection, it is well to keep In mind the possibility, in
the not far distant future, of a reduction in the electric rates
charged by Public Service Company of Northern Illinoia, as under
strict regulation that company appears to be vulnerable to a
substantial rate cut, in our opinion. It is, of course, impossible
to predict what form a new domestic electric rate structure would
take, and while it is entirely conceivable that the cooking step
might be reduced to, say, 1^ per kwhr. in place of the present 2^
step, It would be more logical to expect a reduction in the top step
of the electric rate. As this is now 6^ per kwhr., it appears to*
be out of line with the corresponding step charged by other electric
utility systems serving areas of somewhat similar type. A reduction
in the first two steps of the electric rate schedule would not affect
the competitive position of the gas rate with respect to cooking
end water-heating loads, but would adversely affect its competitive
position with respect to refrigeration load. It seems to us that
another point to keep in mind in visualizing the future rate and
load-building policy of the Gas Company is that the competition on
the part of Public Service Company of Northern Illinois for the
development of cooking and water-heating business has not been
particularly aggressive, in our opinion. Recently, however, pro-
motional activities along these lines have Increased, and from time
to time the electric company has been offering free installation
and free wiring of electric ranges and water heaters, together with
a liberal installment plan for time payments on electrical appliances
sold to the consumers. The electric competitor is in a much
stronger financial position to offer such inducements, as compared
with the present position of the Gas Company, particularly In view
of the impending maturity on the latter's bonds which come due on
January 1, 19̂ 2. It is probable that the electric company's sales
promotion efforts in the cooking and water-heating field might
become more aggressive as time goes on, particularly if that company
had to absorb a substantial rate cut.

The factors and probabilities discussed above further strengthen
the necessity, in our opinion, for an Immediate gas rate reduction
along the lines previously suggested, and also point to the necessity
of continuing a vigorous load-building program on the part of the
Gas Company, even to the extent of increasing the present sales
force, as previously suggested. ~~̂ —~

Present Market Saturation There is no accurate account available
and Future Load-Building as to the number of major gas consuming
Possibilities.________ appliances served by the company. How-

ever, on the basis of a survey made by
the company in 1931, and taking into account the estimated number
of subsequent new installations and removals or losses to competition,
we estimate that the present domestic appliance saturation (i.e., the
number of appliances in per cent of the number of residential cus-
tomers) is approximately as follows:
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Per Cent
Saturation

Ranges 97-0
Side-Arm Water Heaters 33-5
Automatic Water Heaters 18.0
Refrigerators 8.3
Active Central House Heating Installations 4.3

The above estimate indicates a relatively low saturation in water-
heating load, particularly automatic water heaters, for this type
of territory. In addition, a fairly substantial number of
automatic water heaters are used by the customers on a non-automatic
basis during the heating season, with such customers obtaining the
bulk of their hot water requirements through the furnace coil. The
meter readers make monthly checks on the equipment, and when they
find the automatic pilot burner shut off, the customer is billed
under the general rate instead of the automatic water-heating rate.
Unfortunately, the present automatic water-heating rate schedules
of the company do not require the removal of the furnace coll,
whereas, the automatic water-heating rate schedules of other companies
require that the furnace coil be removed before the customer becomes
eligible for service under that form of rate. In the event that
the company adopts the rate reduction suggested above, it would be
advisable to include a provision In the proposed combination rate
which would require the removal of the furnace coil as a condition
of the applicability of the new rate. This matter, of course,
would have to be handled tactfully by educating the customers through
advertising and personal sales contact on the low cost of water-
heating service under the new rate. At the same time, a concentrat-
ed effort should be made toward removing the furnace coils on exist-
ing automatic water-heating installations.
Considering the competitive position of the present house-heating
rates in relationship to other fuels, the existing house-heating
saturation of about 4.JJK for the territory as a whole is higher
than would ordinarily be expected, but the present saturation reflects
the high income level of the territory served, whereby a number of
consumers are willing to pay considerably more for gas house-heating
service in comparison with the costs incurred for similar service
when using other forms of fuel; apparently such customers place a
high value on the convenience of gas house heating service. A
further break-down of the figures shows that the company enjoys a
house-heating saturation of about 14£ in the Winnetka Distirct, 9^
in the Highland Park District, and 4£ in the Lake Forest District.
The saturation in the Waukegan and Libertyville Districts is quite
low, amounting to less than 1$.

The company's territory, owing to its high income level, affords
excellent prospects for a high house-heating saturation at a more
competitive price for gas. However, the rate level required to
achieve the high house-heating saturation in question vould be
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economically feasible only In the event that natural gas Is made
available at a reasonable gate rate and the system Is changed over
to mixed gas operation along the lines previously discussed on
Pages 28-29 of this report. If and when natural gas becomes
available, a house-heating saturation of 15#*br the system as a
whole could easily be achieved, in our opinion. Meanwhile, the
company would find it more economical to limit its house-heating
promotion activities only to the new homes being built in the
territory, at the same time, of course, taking on any old homes
that apply for house-heating service through the efforts of the
dealers in gas house-heating equipment. It should be noted that
the promotion of house heating in new homes is highly desirable
not from the standpoint of the profitableness of this class of
business under existing conditions, but on account of the fact that
it will assure to the company a much larger proportion of the more
profitable cooking, water-heating and refrigeration load. The
experience of another company which we have analyzed will illustrate
this point: It was found that when gas heat is used in new homes,
92# of the cooking load, 98£ of the water-heating load, and 40#
of the refrigeration load also went to gas service. On the other
hand, when oil heat is used, the gas company in question was able
to obtain only 80# of the cooking load, 50$ of the water-heating
load, and 9$ of the refrigeration load, and in the case of coal heat,
only 82# of the cooking load, 50# of the water-heating load, and
5% of the refrigeration load went to gas service.

It appears to us that the curtailed house-heating sales promotion
program suggested above'would still enable the company to connect
about 100 new central house-heating jobs per year. When natural
gas becomes available, the prospects for gas house heating on a
profitable basis in this particular territory are excellent, as
previously noted. The best prospects for this development would be
the present oil burner users, whose equipment is quite old and is
approaching the replacement point. It is of interest to note in
that connection that the oil burner saturation in the company's
territory is now in excess of 18#, which is a comparatively high
figure.

As previously mentioned, the most desirable sales promotion program
for the company to follow during the next several years is con-
centration on automatic water-heating and refrigeration loads, and
the above suggested rate reduction is an essential part of such a
program. This would require an expansion in the sales promotion
efforts involving an increase in the present sales force. In order
to achieve best results, it will also become necessary, in our
opinion, to revise the salesmen's commission and bonus so as to
relate their compensation more closely to the amount of gas load
added to the system and to the not revenue produced, rather than to
the gross dollar merchandise sales. In this connection, it will
probably be desirable to reduce the basic commission, but at the
same time add a bonus based on the estimated number of therms that
the appliance sold adds to the company's lines. In addition, we
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vould suggest an extra bonus to salesmen on each appliance sold In
excess of a predetermined monthly quota, and this would be particular-
ly stimulating in connection with automatic water-heater and refri-
gerator sales.
As previously noted, the present water-heater saturation is low,
particularly for a high income territory of this type which does
not have many apartment dwellings. The combined tank and automatic
water-heater saturation is equivalent only to 51̂ - It Is our
feeling that with a promotional rate schedule, coupled with a more
concentrated effort on this type of business, an ultimate saturation
of 30# for tank water heaters and *fO# for automatic water heaters
(or a combined water-heating saturation of about 70$) would be more
in line with the character of the territory. Furthermore, under
mixed gas operation, provided an economical gate rate for natural
gas becomes available, a much higher saturation could probably be
cchievod through a concomitant lower retail rate. As previously
noted, we did not make a detailed study of the economics of natural
gas as a part of the present analysis of the North Shore Gas system,
but from a limited examination of the matter, it appears to us that
the future earnings outlook of the property could conceivably be
very substantially improved through conversion to mixed gas operation,
depending, of course, on an economical gato rate for natural gas.

While the existing over-all automatic water-heating saturation of
the company is low, at about 18$, a further analysis of the
saturation by operating districts shows an automatic water-heater
saturation of about 45$ in the Winnetka District and 24# in the
Highland Park District. The corresponding saturation in the
Lake Forest District is surprisingly low, at about 15#, while the
corresponding figures for the Vaukegan and Llbortyville Districts
are only 3i£ and 8$ respectively. Waukegan, however, has a large
number of tank heaters which make its combined water-heating
saturation (i.e., tank heaters and automatic water heaters) about
5W, while the corresponding combined figures for the other districts
are 51% for Winnetka, 43# for Highland Park, 38# for Llbertyville,
and 37i# for Lake Forest. It is estimated that there are probably
about 1,500 oil water heaters (including Bell & Oossett attachments),
end at least 3/500 coal-pot water heaters in the territory.
Probably the best field for increasing water-heating gas consumption
is among the present non-automatic water heater users served under
the general rate. Experience elsewhere shows that when a tank
heater is converted to automatic operation, the customer's gas
consumption Increases about 13 therms per month, and under the
proposed rate this vould bring in an additional revenue of about
$1.65 per customer per month and an increase in net operating revenue
of at least $10 per customer per year. A large number of customers
in this class could be changed to continuous hot water service with-
out a large outlay in a new automatic water heater, as substantially
the same result can be accomplished by converting their present tank
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heaters to automatic operation at a coat of about $50 to the
customer. A good prospect list for a vigorous automatic water-
heating sales campaign can be obtained from an analysis of the
present monthly gas consumptions and bills of the various customers
now served under the general rate. In addition, of course, the
replacement of present oil and coal-pot vater heaters is another
promising avenue for increasing gas water heating load.

The present gas refrigerator saturation, while extremely satis-
factory in relation to the conditions found on many other gas
properties, can be increased still further, in our opinion,
an ultimate saturation in excess of 15$ appears to be a distinct
probability. Gas companies, in general, have been handicapped by
the fact that the initial outlay for a gas refrigerator on the part
of the customer is considerably larger than for an electric refri-
gerator, and in competing for this class of business the gas
companies have to sell the gas refrigerator principally on a quality
basis, together with the advantages offered by silent operation
and low maintenance costs. There is only one company manufacturing
gas refrigerators in this country, and the more or less monopolistic
position which it occupies has tended to keep the prices relatively
high due to lack of competition on the part of other manufacturers.
We understand, however, that the basic patents which this manufacturer
now holds on the Electrolux gas refrigerator expire within the next
few years, and chances are that this will open the gas refrigerator
field to other manufacturers, with a possibility of ultimately lower
prices. This, should it occur, would be extremely helpful to the
gas industry in general and to North Shore Gas Company in particular.
It appears to us, however, that even under existing conditions the
rate revision suggested above, coupled with an aggressive sales
promotion program, should enable the company to increase its gas
refrigerator load considerably further in spite of the relatively
satisfactory saturation now enjoyed. As previously noted, a large
number of electric refrigerators now in service in the territory
are rapidly approaching the replacement point, and this affords
an opportunity to the Gas Company for taking on a share of this
business. In addition, it is anticipated that the company should
be able to sell gas refrigeration to about 20$ of the new homes to
be built in its territory during the next several years.

Projected Earnings. As a final step in the analysis covered by
this chapter, we have investigated the earnings

possibilities of the North Shore Gas system during the next several
years. In connection with these estimates, we assumed that the
company will place in effect the more promotional combination rate
suggested above and take an immediate rate reduction of about $24,000
on an annual basis. It was further assumed that this rate revision
would be coupled with an extended sales promotion program, as
previously outlined. The estimates are also based on a continuation
of the new homes building construction activity in the company's
territory at a rate somewhat above that actually experienced during
the past three-year period, and the estimates further assume normal
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general business conditions. No allowance vres made for any
substantial general wage increases or for any other abnormal in-
creases in the cost of doinc business, but an ample allowance was
made for increment operating costs in connection with attaching
and serving the contemplated increase in gas load. With reference
to the increment cost of the additional gas required to supply the
load, we assumed that the properties would be merged, thereby
eliminating the present gas contract between the Gas Company and
the Coke Company, and it was further assumed that the additional
3as production would have the benefit of average coke market
conditions as a residual credit.

Our estimates cover the next three-year period. On the basis
of the above assumptions, they indicate that the additional gas
load that can reasonably be developed during such three-year period
by the selective load-building program previously outlined, will
not only absorb the aforementioned rate cut of $24,000, but would,
in addition, increase the combined net operating income of the
system, after taxes and depreciation, by about $70,000 above the
1939 actual results.
It should be noted, in this connection, that if the property were
to enjoy a good coke market, such as that experienced in 1936 and
1937, the above earnings estimate could be materially exceeded.
The effect of the coke market upon the earnings of the system has
already been discussed in detail on Pages 62-66 of this report,
and as shown therein, this factor exerts a very important influence
on the net earnings of the system.

In considering the future earnings outlook of this system, another
factor to keep in mind is the probability of further rate adjustments
toward an objective rate structure, as previously outlined, particular-
ly should there be a future reduction in the electric rates applica-
ble to cooking and water-heating loads. Such further rate
revisions, however, as may be needed from time to time should place
the company in a better competitive position and should be absorbed
by additional load building due to the anticipated future growth
in the territory served.

The above estimates are based on the present manufactured gas
operation. Under mixed gas operation, it appears that the future
earnings outlook of the property coxIWh-conceivably be improved
substantially, as previously mentioned, depending of course, on
an economical gate rate for natural gas.

CONSTRUCTION REQUIREMENTS

The Coke Company's construction requirements are expected to be
very small and will probably average to about $10,000 per year
during the next five-year period. Such construction expenditures
will involve mainly the replacement of minor pieces of equipment at
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the coke oven plant. The major items of property at the coke oven
plant still have a relatively long unexpired life and no major
replacements vill be needed for many years to come.
The Gas Company's construction budget for the year 1940 contemplates
a gross construction expenditure of about $156,000. Among the
larger construction items involved are an additional compressor unit
at the North Plant together vlth the reconditioning of one of the
present compressors, and these two items will require an expenditure
of about $72,000. The budget also includes a $10,000 item for a
butane gas installation at the North Plant, as previously mentioned
on Page 28 of this report. The balance of the expenditures is
accounted for by the Installation of additional district governors
and nev distribution mains, services and meters, and by small
replacements of existing mains. The normal construction require-
ments during the next five-year period, as far as they can be
forecast at the present time, are estimated to amount to about
$100,000 per year. In 19̂ 2 or 19̂ 3, however, the company would
probably have to be confronted with the installation of additional
water gas plant capacity, which would involve a capital expenditure
of about $200,000. By that time, however, it is conceivable that
this expenditure might be avoided by converting a portion of or the
entire system to mixed gas operation should natural gas become
available at a reasonable gate rate or an arrangement is made to
purchase mixed gas for the southern portion of the system from
Peoples Gas Light & Coke Company, as previously discussed on Pages
28-29 of this report.

On a combined basis the normal construction requirements of the
two properties, exoept for the aforementioned $200,000 expenditure
for additional production facilities, would thus average about
$120,000 annually for the next five years, whereas the combined
depreciation cash would amount to more than $180,000 per year,
including a step-up of about $9,000 in the annual depreciation
taken on the coke oven plant, as previously recommended. It appears,
therefore, that the capital expenditures of the system would be amply
covered by the available depreciation cash, and in addition, a part
of the depreciation provision can be used for the retirement of debt,
as will be discussed in more detail in a subsequent chapter of this
report. The above comments are predicated on the assumption that
the two companies will be merged into a single corporate entity.

MANAGEMENT AND PUBLIC RELATIONS

The management of the properties is headed by Mr. William A. Baehr,
president and director of both companies. Mr. Baehr is also
president of the parent company, as well as of the William A. Baehr
Organization, Inc., and, in general, he is the dominating figure in
the entire North Continent Utilities Corporation system. He is
about 67 years old and has had long experience in the utility field.
His first position in the utility business was with Milwaukee Gas
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Light Company after his graduation as an engineer from the University
of Wisconsin. He subsequently went with the Denver Gas & Electric
Company as superintendent of gas distribution, and later served as
chief engineer of Laclede Gas Light Company. In 1908 he severed
his connection with that company and went into consulting engineer-
ing practice in Chicago. In 1915 he became president of North
American Light & Power Company, with which system he was affiliated
as part owner and as president until 1926. As previously stated,
his first connection with the North Shore Gas properties dates back
to May, 1917, and in 1922 he was the principal organizer of North
Continent Utilities Corporation, over which he still exercises
effective control.

Other officers of the North Shore Gas properties are Mr. A. C.
Winters, vice president and treasurer and Mr. William B. Baehr, vice
president and secretary. These gentlemen occupy similar positions
with the William A. Baehr Organization, Inc., and with North
Continent Utilities Corporation. In addition, the Coke Company
has another vice president, Mr. J. W. Sykes, who is in charge of
operations of the Coke Company and who is likewise a member of the
Baehr Organization in charge of construction and engineering for
the various subsidiaries of North Continent Utilities Corporation.

Mr. Winters is an accountant by profession and his experience in
the public utility field dates back to 1908, in the employ of Peoples
Gas Light & Coke Company. He remained with that company until
August, 1915» and then he became associated with Mr. William A. Baehr
and served in the capacity of assistant treasurer of the North
American Light & Power Company until 1923. Subsequently he became
an officer of North Continent Utilities Corporation and of its
various subsidiaries, Including the North Shore Gas properties, in
which capacity he is serving at the present time, as noted above.
Mr. Winters is about 51 years old.
Mr. William B. Baehr, who is about 37 years old, is the son of
Mr. William A. Baehr. He is a graduate chemical engineer and upon
completion of his engineering course, he also attended the business
school of Harvard University for two years. He entered the
business field, associating with his father, in about 1927- His
entire business experience has been with the Baehr Organization and
the various subsidiaries of North Continent Utilities Corporation.

Mr. Sykes, who is about 57 years old, has been connected with
engineering and construction work most of his business career and
his experience in the utility business covers a period of about 30
years, first with the Laclede Gas Light Company and then with the
North American Light & Power Company properties, where he was chief
construction engineer during the time when Mr. Baehr was in control.
Since 1926 Mr. Sykes has been the chief engineer of the Baehr
Organization in charge of construction and operation.
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Other key members in the Baehr Organization are Mr. A. W. Chills,
Mr. E. R. Foster, and Mr. H. S. Oyen. Mr. Chllds, vho is about
57 years old,, acts as chief accountant and is also assistant
treasurer of North Continent Utilities Corporation and its various
subsidiaries, Including North Shore Gas Company. Mr. Childs has
been connected vith the William A. Baehr Organization for over
20 years and prior to that time he was employed by United Light &
Power Company and Central Illinois Public Service Company. Mr.
Foster is about 46 years old and he has been associated with the
Baehr Organization for over 25 years. When Mr. Baehr was in control
of the North American Light & Power Company, Mr. Foster acted as
rate and consulting engineer for those properties from 1915 until
1923. In his present functions he takes care of the rates and
valuation work for the North Continent Utilities Corporation
subsidiaries. Mr. Oyen's functions and business experience, have
already been discussed on Pages 90-91 of this report.

In general, the various members of the Baehr Organization staff
have had long experience in the public utility field and, as will
be noted from the above discussion, they have been associated with
Mr. Baehr for many years. The Bcehr Organization maintains head-
quarters in Chicago and has a staff of about 25 people. Prior to
1928 it was individually owned by Mr. Baehr, but in 1928 it was
incorporated in Delaware. We understand that in December, 1938,
this organization was approved by the Securities and Exchange
Commission as a service company, and in that connection it divested
itself of all outside investments except working capital and
furniture and fixtures, and Its capital stock was reduced from
$100,000 to $20,000. All of the capital stock is owned by North
Continent Utilities Corporation.

Both the North Shore Gas Company and North Shore Chemical Company
have service contracts with the William A. Baehr Organization, Inc.
The Baehr Organization also services all of the other subsidiaries
of North Continent Utilities Corporation, as well as the parent
company Itself, under similar contracts. The services called for
under the contracts are typical of the usual supervision and
management services performed by service organizations of this type
and are subject to the board of directors of each company. Charges
for service are made at cost on a time ticketing basis insofar as
possible. The balance of the expenses of the Baehr Organization,
including a 5# return on Its Invested capital, are divided between
North Continent Utilities Corporation and its subsidiaries -
and 75# respectively. The 75% component is divided among the
subsidiaries in proportion to their gross operating revenues. The
service contract is on an annual basis. The Baehr Organization
charges have already been discussed on Pages 7^ - 75 of this report.

The local operating staff of the North Shore Gas Company is headed
by Mr. J. G. Hart, manager. Mr. Hart came to the property as
manager in May, 1917, and prior to that time he was connected with
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Public Service Company of Northern Illinois, where, we understand,
he was employed as supervisor of gas plant operations. Mr. Hart
is an engineer by profession and his experience covers mostly the
operating end of the business rather than load-building and
financial matters. He is about 60 years old. We understand that
he was taken ill about three years ago, and it appears that his
health has not completely recovered. Mr. Hart is well liked by
the people in the territory served, particularly in the Waukogan
area, and is probably valuable to the property from the standpoint
of public relations. It seems to us, however, that he is not the
aggressive type of an executive of the caliber required for a
property of this kind. The condition of his health is probably
a factor in that connection, although the limited authority which
appears to be afforded under the present set-up, might be another
contributing element. Mr. Hart is assisted by Mr. E. H. Wachs, who
serves in the capacity of assistant manager and also is superintendent
of the Winnetka District. Mr. Wachs is a much younger man, being
about 37 years old, and has been serving in his present capacity
since March, 1935- Prior to that time he was manager of the
Great Northern Gas Company, Ltd., at Sault Ste. Marie, Ontario,
Canada, which is a small subsidiary of North Continent Utilities
Corporation serving about 1,000 customers. He served as manager
of that property for about three years, and prior to that time
he was employed as industrial sales engineer by the North Shore
Gas Company, and also was employed in the Chicago office of the
Baehr Organization. Between 192? and 1930 he was employed as
an engineer at the coke oven plant. Mr. Wachs is more aggressive
than Mr. Hart and presents an impressive appearance. However,
there is some question in our minds as to whether he has as yet
sufficient experience and ability to command the full loyalty and
cooperation of the employees if he were to be placed in charge of
the properties in the event that Mr. Hart were to retire from active
service.

Under the present set-up the management policy is prescribed by
Mr. William A. Baehr through the Baehr Organization, and in that
connection it appears to us that Mr. Baehr is the dominating
figure in the picture. Wblle the management fees collected by
the Baehr Organization, when taken together with the relatively
low salaries paid to the local operating officials of the gas
properties, result in a reasonable over-all management expense,
we are of the opinion that the present local management is rather
weak. A connection with a supervisory service organization of
this type, for such special services as are needed, is desirable
in an advisory capacity, but, in our opinion, strong local manage-
ment well adapted to load building and public relations Is of
vast importance. The combined North Shore Gas properties,
particularly under a consolidated operation, are of sufficient
size to warrant a local executive of high caliber with sufficient
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authority and responsibility to insure proper coordination of the
various activities and to instill enthusiasm in the local personnel
to the end of improving public relations and building up the use
of gas service still further.

Financial policies which have been followed for a number of years
have not, in our opinion, been realistic. The refunding operation
in 1957* involving the present 5-year Joint Mortgage Bonds, was
only a temporary solution to the problem and the management
apparently was unwilling to face the long-term actualities of the
situation at that time. While the bond maturity of the Gas Company
was met and interest charges reduced, it is of interest to observe
that the maturity of the Coke Company's senior debt was actually
shortened through this refunding operation. At the time of this
refunding, it appears to us that the management should have taken
the opportunity afforded by the then existing reasonably favorable
market conditions to finance the capital structure of the properties
on a permanent basis.

Irrespective of the merits of the investment of the Coke Company
in North Continent Mines, Inc., and S. W. Shattuck Chemical Company,
the fact remains that at the time when this investment was made,
the affiliated gas company, in whose solvency the Coke Company is
very vitally interested on account of the gas sales contract, was
faced with an early maturity of its debt, and sound financial
policy would have dictated that the Coke Company maintain its
funds for the assistance of its principal customer* Furthermore,
the temporary nature of the 1937 refunding operation would seem
to require the Coke Company to give very serious consideration
toward liquidstine these outside investments as a step toward
meeting the 19̂ 2 maturity problem. While the time may not be
opportune for such liquidation, we know of no efforts made in
that direction. In addition, the continuation of dividends on
the preferred stock of the Coke Company, in the face of a
continued downward trend in combined earnings, appears to us to
have been injudicious in the foes of this maturity. While the
contractual obligation to retire debt has been exceeded during
the life of these short-term bonds, it would seem that a more
realistic financial policy would have required the conservation
of all earnings as a preparatory step toward meeting the 19̂ 2
financial problem. —*-̂ ~

It also appears that these problems Imposed on the properties
by the pending short maturity have handicapped their load-building
efforts and have prevented a more realistic rate policy with which
to meet the inroads made by competition against the gas load. It
seems that during the recent past the management has been trying
to conserve cash as much as possible and to eliminate or postpone
essential operating expenditures required by an aggressive load-
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building program In order to show as large a net Income for the
property as possible preparatory to refunding the bonds before
they come due on January 1, 19̂ 2. While there may be considerable
Justification for the management's program under the existing
circumstances, we are of the opinion that this policy, when viewed
from the longer-term standpoint, will not serve the best Interests
of the security-holders and the consumers. The situation requires
a realistic approach under which the present Joint First Mortgage
4£ Bonds will be permanently refunded before maturity and under
which the present debt structure will be improved.
Inquiries which we made indicate that the Gas Company's public
relations are not entirely satisfactory. It appears that the
company has not been successful in building up the good will of its
customers and considerable dissatisfaction now exists in the
territory. A contributing factor to this situation is the feeling
on the part of consumers that gas rates are high, and this is
accentuated by the lower and more promotional rates now in effect
by the other gas companies serving adjoining territory in the
Chicago metropolitan area. Many of the customers are employed in
Chicago or have occasion to move from the territory of one company
to another, from time to time; this places them in a position to
make a comparison of their gas bills, and consequently the existing
rate differentials can conceivably have a detrimental effect on
public relations. Another contributing factor is probably traceable
to the preferred stock customer-ownership campaigns whereby, as we
are advised, a majority of the preferred stock is still held in
the territory served. The stock has depreciated very materially
in market price, and in addition, the owners have not received a
return on their Investment for many years.
Another important reason for such unsatisfactory public relations
as now exist is the rather stringent customer's deposit policy
which the company now has in effect. Under this policy a number
of customers with established credit are required to make a deposit
with the company in order to guarantee their gas service account,
whereas the same customers do not have to make a similar deposit
when they apply for electric service, as apparently the electric
company follows a more liberal policy in that connection. Another
factor that needs correction Is a better coordination in the
procedure for taking care of customers' inquiries and complaints
more promptly. It should be noted that the type of customers served
in a rich territory of this kind require very skillful treatment and
prompt attention in all of their contacts with the Gas Company, in
order to assure proper public relations.
It is our feeling, however, that with strong local management and
with a more progressive rate policy and coordination of operating
activities along the lines previously suggested, it should not be
difficult to place the company's public relations in excellent shape
over a period of time, provided, of course, a concentrated effort
is made in that direction.



-111-
n

PRESENT CAPITAL STRUCTURE

Gas Company

The present capitalization of the North Shore Gas Company as of
March 31, 1940 was as follows:

Funded Debt:
Joint First Mortgage, 4£ Bonds, Series A,

due January 1, 1942 $4,8?6,000 (a)

Capital Stocks:
Preferred Stock $100 Par Value:

1% Cumulative 2,795,600 (b)
6% Cumulative None

Common Stock, $25 Par Value per share 3,000,000

(a) Including $218,000 held in the company's treasury. As of
June 30, 1940, an additional $10,000 vas held in the company's
treasury reducing the outstanding bonds to $4,648,000 at that
date.

(b) Dividends aggregating $1,230,064($44 per share) were in
arrears at March 31> 1940.

The Joint First Mortgage 4# Bonds Issued under an indenture between
North Shore Gas Company and North Shore Coke & Chemical Company and
City National Bank & Trust Company of Chicago, trustee, are the
joint and several obligations of the two companies secured by a first
lien upon the real estate, plants, distributing systems and equip-
ment owned by the respective companies. Under Section 2, Article IV,
of the indenture, the companies covenant to pay to the trustee semi-
annually a "debt service fund" of $138,000 to be applied by the
trustee first to the payment of interest, and the remainder to the
purchase or redemption of bonds. Of the foregoing debt servlee
fund, $97,520 will be required for interest on the July 1, 1940
coupon (including $218,000 principal amount of bonds in the North
Shore Gas Company's treasury). Thus, on that date a balance of
$40,480 will be available for the retirement of bonds. The companies
may satisfy this retirement provision by surrendering bonds at par.
Up to March 31, 19&0, a total of $224,000 principal amount of bonds
had been retired through the debt service fund.

The terms of the Indenture securing the present Joint First Mortgage
4£ bonds are not of any particular significance in the present study,
and they will not be discussed except to note that the bonds are
currently redeemable at a premium of 1/2 of 1%.

The preferred stock has equal voting power per share with the common
stock, or 27,956 votes to 120,000 votes, or approximately 23# of the
total votes. Dividends on this stock are payable quarterly,January 1,
etc., and regular dividends were paid to and including October 1,1933.
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During the first three quarters of 1934, 50 cents a quarter was paid
and no dividends have been paid subsequently. The original Issue of
this stock was 30,000 shares, which was sold by the company In the
territory served largely on Installments, under a customer-ownership
program. Sales were Initiated In 1923, and a market maintained by
the company until about 1932. At the close of these operations, the
company had repurchases of 2,044 shares which were subsequently re-
tired, and It Is estimated that a large majority of the outstanding
stock Is currently held In the territory served. The total number
of preferred stockholders at April 5> 1940, was 2,421, being an
average holding of 11 shares.

North Continent Utilities Corporation owns all of the outstanding
common stock, and 637 shares of the preferred stock.

Coke Company

The present capitalization of North Shore Coke & Chemical Company as
of March 31. 1940 was as follows:

Funded Debt:
5-year 4£ Debentures due January 1, 1942 $1,625,000

Capital Stocks:
1% Cumulative Preferred Stock $100 Par Value

per share . 1,500,000
Common Stock $1.00 Par Value per share 200,000

The outstanding 5-year 4# Debentures are all owned by North Shore
Gas Company, and pursuant to the financial agreement dated January 1,
1937, between the two companies, the amount of outstanding deben-
tures Is equal to one-third of the amount of outstanding Joint First
Mortgage Bonds. As a practical matter, however, this relationship
Is kept at the nearest $1,000. One-third of $4,876,000 Is
$1,625»333.33. The actual amount of outstanding debentures Is
$1,625,000. The amount of outstanding debentures is equal to one-
third, with the above qualification, of the gross amount of out-
standing bonds and the Coke Company has no Interest in the $218,000
of Joint First Mortgage Bonds In the treasury of the Gas Company
except a contingent Interest of one-third In the profit, totaling
$27,760, or $9>253.33 when and as the Coke Company retires deben-
tures in the amount equal to one-third of the $218,000 Joint First
Mortgage Bonds.

These debentures being identical as to maturity, rate of Interest,
prepayment provisions and debt service fund, are an arrangement de-
signed to offset one-third of the Joint First Mortgage Bonds.
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The properties of North Shore Coke & Chemical Company are, however,
all under the joint first mortgage. $75,000 principal amount of the
debentures has been retired through the debt service fund.

The 1% Cumulative Preferred Stock has equal voting power per share
vlth the common stock representing 15>000 votes to 200,000 votes,
or approximately 7%. The stock paid regular quarterly dividends
January 1, etc., to April 1, 1932, Inclusive. None were paid there-
after to April 29, 1935, vhen $7 was paid. In 1936, $8.75 was paid.
In 1937, as a part of the financial program in connection with the
issuance of the Joint First Mortgage Bonds, $22.75 per share was
paid, cleaning up all arrearages. Subsequently, dividends have bee:
paid at the rate of $5.00 per year and the stock was in arrears at
March 31, 19̂ 0 in the amount of $85,250, or $5.75 per share.
North Continent Utilities Corporation owns 13,696 out of the 15,000
shares of preferred stock, and 198,150 out of the 200,000 shares of
common stock. At April 17, 19̂ 0, there were reported to be 40 hold-
ers of preferred stock and 13 holders of common.

The 12,500 shares of Coke Company preferred stock and 120,000 shares
of Gas Company common stock are pledged under the First Lien Col-
lateral and Refunding 5$# Series A Bonds of North Continent Utili-
ties Corporation. The balance of that company's holdings in the two
situations are not pledged.

PROPOSED FINANCIAL PROGRAM

The companies are faced with two major financial problems: The ma-
turity on January 1, 19̂ 2, of the $4,658,000 outstanding Joint First
Mortgage 4£ Bonds, and accumulating dividends on the 27,956 shares
of $100 par 7/5 preferred stock of the Gas Company and 15,000 shares
of $100 par 1% preferred stock of the Coke Company.

As the first step In meeting these two problems, we concur in the
recommendation that the two properties be merged into a single com-
pany under a single capital structure. There are numerous reasons
for such & merger, the more important of which are summarized
as follows:

The actual operations of the properties are interdependent. One is
dependent on the other as a source of supply. One company is depend-
ent on the other as a market for one of its primary products. Neither
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company, from a practical standpoint, can operate without the other.
Broadly speaking, the two companies represent a single business en-
terprise.

Under the present set-up, full advantage has not been taken of this
single nature of the business. For example, of necessity the choice
between water gas and coke oven gas, from the standpoint of the Gas
Company, has been a matter of contract price rather than actual cost
of production. It has been advantageous to the Gas Company to use
water gas because of the contract price of coke oven gas in a number
of Instances when,viewing the situation aa a combined operation,
coke oven gas actually was cheaper. Such a situation results in an
economic loss. It must be pointed out that continuation of such a
situation would result in a modification of the contract price and
no serious losses of such nature have been permitted. However,
operation as a single enterprise, unconflned by contractual relation-
ships and diversity of equities will, in our opinion, place the com-
panies on a more efficient basis.

The two companies are financially Interdependent, beyond their oper-
ating relationship of source of supply and market. They are tied
together by means of a purchase and sale contract that extends over
a long term of years. This contract has proved unsatisfactory In
the past as is witnessed by its numerous modifications during the
first few years of its existence. It seems fair to assume that
further modifications will be required in the future to meet chang-
ing conditions. The continuation of a workable contractual rela-
tionship between the companies is to the interest of each, each being
dependent on the other's ability to perform.

A further financial tie between the two companies is the Joint First
Mortgage. This being a several as well as joint obligation, it Is
beyond the means of either, without substantial fulfillment of the
other on its share of the obligation.

As a consequence of the purchase and sale contract and the Joint
First Mortgage, each company is as concerned with the solvency of
the other as it Is with its own. Therefore, each is subject to a
risk largely beyond the control of the Board of Directors of the
particular company. Perhaps the success of this Involved situation
in the past is largely due to the—£afijt that both companies are con-
trolled by the same Interests, operated by a single management, and
considered from an operating viewpoint largely as a single business
enterprise. However, to equitably operate the two corporations to
the satisfaction of all interests is occasion for a number of prob-
lems. For example, in spite of its ample working capital position
and its earned surplus, the payment of dividends on the preferred
stock of the Coke Company Is a concern of the Gas Company in view
of the pending maturity of the Joint First Mortgage. However,
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dividend action of the Coke Company Is a matter over which the
Company technically has no control.

In addition to the complex financial relationship, the existence of
the two corporations has resulted In a complex capital structure.
At the present time there are a total of six different, Issues of
securities. A number of these Issues can be eliminated by merger. Slm-
plflcatlon Is desirable In Itself and, In addition, should reduce
expenses. Of greater Importance, however, simplification should
lead to better understanding and Interest on the part of the Invest-
ing public. Such Interest should eventually lead to a saving In the
price of capital to the business. A Joint First Mortgage Bond is an
unusual security and generally not well understood. As a consequence,
the market tends to be limited. We are of the opinion that an ortho-
dox first mortgage bond of a single company will command a broader
market than a joint first mortgage of two separate corporate entities,
regardless of how skillfully the latter may be drawn. The other
securities of a single successor corporation should command a
broader market than the various securities of the separate corporations,

As public utility companies go, neither company can be considered
large. Size is an important factor in the cost of capital to a
utility. Generally speaking, large utilities command cheaper credit
than small. The merged company will be twice the size of the average
of the two. This, ultimately, should result in decreasing the cost
of capital to the business as a whole.
The reduction of the number of security issues reduces the number of
Interests Involved, as expressed by these securities, thus simplify-
ing corporate management. Each Interest requires separate considera-
tion in the conduct of the affairs of the business, thus complicating
the solution of any problem. The example of the Coke Company divi-
dend given above is an Instance of a variety of interest due to
different Issues of securities as well as the problem consequent upon
two corporations.

The evidence Indicates an Improvement in earning power through the
merger of the two companies. There will be some saving in expense
through the elimination of duplication necessitated by two corpora-
tions. There will be some savings in taxes. While these savings
are not large, over the years they will amount to a considerable sum
of money. There should be some savings in actual operations. The
Instance described above, the choice of coke oven and water gas, is
an example.
The combined earnings, for the past ten years, have been more stable
than the Individual earnings of either company. This perhaps is
partially the result of coincidence. During 1932, when the Coke
Company's earnings hit an all-time low, the Gas Company's earnings
were only slightly depressed. On the other hand, in 1937 when the
Gas Company's earnings reached their low point, the Coke Company ex-
perienced Its best year for the period. In 193̂ , Improvement in the
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Coke Company partially compensated for a slump in the Gas Company
and the reverse was true in 1935- While this experience does not
prove that the gas business and the coke business may not at some
time have a simultaneous slump in earnings, there has been an
advantage in this diversity of sources of profits. This past exper-
ience Indicates more stable earnings for the merged company. In
this connection, reference Is made to the table of comparative
operating income for the past ten years given on page 51 of this
report. Expressed in terms of an index number using 1930 as a base
of 100$, the range of net operating income on a combined basis between
its lov and high point, vas 46.4#, while the corresponding variation
for the Gas Company was 66.6$, and for the Coke Company 69.2$.
A merger should bo advantageous from the standpoint of working capital.
The combined present working capital is beyond the requirements of
the normal operations of the businesses. Maintenance of excessive
working capital costs money In capital charges. We recommend that
the excess working capital be used to reduce outstanding debt. While
this is recommended whether the two companies are merged or not, a
single company will not require as much working capital as the total
requirements of the two. While this difference is not large, the
single operation can use more effectively the total working capital
than can the two corporations which must keep these funds segregated.

There are other advantages such as simplification.of executive control
and increased efficiency in the use of personnel. None of these alone
is of large consequence, but add to the advantages of a merger.

Another advantage of a merger is the elimination of any question
as to the Illinois Commerce Commission jurisdiction over the Coke
Company property. This would be of assistance in any question as
to fairness of rates and should be beneficial to public relations.

Another reason, not necessarily of Immediate monetary Importance
but nevertheless significant from the standpoint of policy, is con-
trol of supply. The obligation of a utility to its customers is of
such primary importance that many utilities make it a policy to
control the source of supply, even though such ownership actually
costs more money. While there are many instances of successful
utilities operating under arrangements comparable to the present
situation, conservative public utility practice is to control the
source of supply. The obligation to render service and the risks
of such obligation in this instance fall upon the Gas Company.
While experience under the present relationship from the standpoint
of rendering service has been entirely satisfactory, the element of
control does not exist. A merger would eliminate this situation
which is a weakness from the standpoint of the investor.
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We have been advised that the underwriters propose that the
merged company refund the outstanding joint mortgage bonds by a new
Issue of 20-year First Mortgage 4$ Bonds, and a new Issue of 1 to
10-year Serial General Mortgage Bonds and the use of surplus work-
ing capital. This refunding has been suggested upon the following
basis:

Outstanding Joint First Mortgage Bonds
less $218,000 In Gas Company treasury
at March 31, 1940 $4,658,000

Issue:
New First Mortgage 4's $3,400,000
New General Mtge. Serial (avg.4's) 900,000 4,̂ 00,000
Balance to come from working capital ? 558,000

The combined working capital of the companies at March 31, 1940,
amounted to $928,801. The above balance of $358,000 to come from
working capital assumes that the merged company receive par for the
new securities. There will, of course, be other expenses including
the present call premium of 1/2 of l£, or $23,290. However, if, as
a result of the proposed financing the merged company is left with
$500,000 working capital, this should be sufficient because, as
pointed out above, the merger and permanent financing of these prop-
erties makes the present working capital excessive.
The $3,400,000 new first mortgage debt would be equivalent to 45.64#
of the estimated depreciated original cost of tangible properties of
the two companies, as shown on Page 38 herein. The combined new first
mortgage and general mortgage debt of $4,300,000, is equivalent to
57»2# of the above cost.

The pro forma income account of the Consolidated Company for the
12 months ended March 31» 19̂ 0, and for the past five calendar years
is given on Page 118. This Income account has been adjusted to elim-
inate Intercompany transactions, to reduce the Baehr Organization
charges to cost, to increase depreciation for the years 1935 and
1936, $18,300 and $9,000 for other years, to give effect to the in-
terest charges on the proposed debt, and federal income taxes are
shown at the rates in effect for the respective years. The follow-
ing table, based upon thla adjusted pro forma Income account, shows
various ratios of gross Income to the above proposed debt structure:

12 Mos.
Ended
3-31-40 1939 1938 1937 1936 1935

Times First Mtge.Int.
Earned 2.59 2.61 2,68 3.64 3.85 2.87

Times First Mtge. and
Gen.Mtge.Int.Earned 2.05 2.07 2.12 2.88 3.05 2.29

Gross Income in % of
First Mtge. Debt 10.37 10.46 10.74 14.58 15.42 11.57

Gross Income In % of
Total Mtge. Debt 8.20 8.27 8,49 11.53 12.19 9.15



NORTH SHORE GAS COMPANY
and

NORTH SHORE COKE & CHEMICAL COMPANY
Pro Forma Income Account

(after eliminating transactions between the corapa
for the Calendar Years 1935 to 1939 inclusive
and for the

12 Months
Ended
3/31/40

$1,477,382
23,399
552,515

?2, 053, 296
ctlons :

$ 865,078
ike 79,007

40,565
nses 377,877

138,176
me 42,384

1,543,307
pro-
,lon $ 509,909
ktlon 181,681

$ 328,228
21,461

$ 352,6B9
•tedness 172,000

$ 100,609

I'd months

1939
$1,437,292

23,135
503,045

1,963,472

772,509
70,907
39,646
385,730

137,917
43,082

1,449,791

513,681
181,287
332,394
23,270
355, 6b4
172,000
1O3, bb4

ended March

1938

$1,405,579
24,755
5?6,97?

2,027,313

809,123
71,805
72,361
372,506

128,174
45,275

1,499,544

527,769
180,017
347,752
17,263
355,015
172,000
193,015

31,1910

1937
$1,369,891

18,562
903,416

2,29l,Bo9

933,359
94,335
56,555
360,911
127,512

, JI'ISSI,b29,022

662,047
178,909
183,130
12,711
495,019
172,000
323,049

inles)
k

1936

$1,353,429
18,594
835,773

2,207,796

933,055
92,667
42,039
283,950

129,555
62,181

1,543,447

664, 319
174,963
489,386
34,973
524,359
172,000
352,359

1935
$1,319,411

19,859
612,196

1,951,466

870,128
71,125
46,359
281,220

114,027
35,308

1,421,16?

530,299
174,459
355,810
37,638
393,478
172,000
221, 4 7H

Operating revenues:
Gas sales
Other gas revenues
Coke sales

Operating revenue deductions:
Cost of coke and gas
sales

Selling expense - coke
Management expense
Other operating expenses
Taxes - other than

federal Income
Taxes - federal In

Operating inc. before pro-
vision for depreciation

Provision for depreciation
Operating Income
Other Income
Gross Income
Int. on proposed In
Net income

Above statement gives effect to following:
) Baehr Organization, Inc. charges - baaed on service at cost.

2) Depreciation - increased 1935 and 1936 $18,300; other years $9,000. ,
3) Provision for federal income tax based on taxable income per statement at rates in effect £

for respective years. 3 oo
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As pointed out elsewhere herein, the low point for earnings of the
last ten years did not coincide for the two companies, in terms of
actual operating Income, 1937 was the poorest year for the Gas Com-
pany and 1932 the poorest year for the Coke Company. The following
is a statement based upon the results of each company during these
two years, which is presented as a matter of interest. In this state-
ment the actual income accounts have been adjusted to give effect to
the Baehr Organization charges at cost, depreciation of the Coke Com-
pany has been Increased by f18,300, federal income taxes have been
adjusted to the 1939 rate of 19# on taxable income, intercompany trans-
actions have been eliminated, and the resulting combined gross income
has been compared with the interest requirements on the two proposed
mortgages. The results are as follows:

Gas Co.
Year 1937
$1,369,890

18,562

$1,388,452

Operating Revenues:
Gas Sales
Other Gas Revenues
Coke Sales

Operating Revenue Deductions:
Baehr Organization Charges
Other Operating Expenses
Taxes - Other than Fed. Inc.

Operating Income before Pro-
vision for Depreciation

Provision for Depreciation
Operating Income
Other Income
Gross Income before Fed.Taxes
Federal Income Taxes 9 19$
Gross Income after Federal Taxes
Annual Interest on $3,400,000
First Mortgage 4's

Balance
Annual Interest on $900,000 Gen. Mtge. 4's
Net Income Before Dividends

Coke Co.
Year 1932

$477,291
414,886
$592,177

Combined

25, 67̂
1,031,709
100,059

11,157,442

14,07̂
676,304
30,250

1720, b2ti

$
1
$

231,
109,
12
12
1,
?»4,

,010
,908
, l
,4
,5

02
32
3*

$1Sug
$121

<
/
,
j
,

549
300
24£
320
569 $246,103

14, 080

136,000
0,023
6,0003
00,022

The above combined gross Income after federal income taxes is equal
to 6.82# on the $3,400,000 first mortgage debt and 5.4# on the
$4,300,000 combined mortgage debt7~̂ tle combined gross income after
federal taxes Is equal to 1.71 times the first mortgage interest re-
quirements and 1.35 times the combined first mortgage and general
mortgage interest requirements. Even this combination of the non-
coincident worst years of each company indicates sufficient earning
power to cover proposed Interest charges by a reasonable margin.

The annual interest requirements on the $4,658,000 Joint First
Mortgage Bonds now outstanding are $186,320. The annual Interest
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requirements on the proposed two Issues are $172,000. The saving
in interest amounts to $14,320, or a reduction of 7.1% in interest
charges.

We understand that under the proposed refunding plan the general
mortgage bonds are to mature serially over a period of 10 years,
$90,000 to mature each year. Ve further understand that the nev
first mortgage is to contain no sinking fund until after the retire-
ment of the general mortgage, but that after the general mortgage has
been retired the first mortgage is to have the benefit of a sinking
fund in the amount of $90,000 a year thereafter. Proposed debt re-
tirement over the tventy-year term is equivalent to 4l.9# Of the
original amount of the two Issues. Ve have not been informed as to
other provisions to be contained In the new Indentures, but we pre-
sume that such provisions will be so drawn as to afford proper pro-
tection to the bondholders.
In considering the proposed financial plan, there are, in our
opinion, several factors which should be taken Into consideration.
The proposed financial plan will solve the problem which is being
faced by the companies in question of meeting the maturity on
January 1, 1942 of the now outstanding Joint First Mortgage 4£ Bonds.
The proposed plan Initially will result in a reduction in mortgage
debt from $4,658,000 to $4,300,000, and will result In a reduction
in first mortgage debt from $4,658,000 to $3,400,000. The proposed
plan also calls for the elimination of general mortgage debt within
a ten-year period and for a substantial reduction In first mortgage
debt over a period of years.

Interest and debt retirement under the proposed plan will require
$262,000 the first year, which compares with the annual debt service
fund on the present Joint.first mortgage of $276,000, being a reduction
of $14,000. As discussed on Page 105, the average normal construction
requirements of the two properties are expected to be about $120,000
annually for the next five years, whereas the combined depreciation
cash, including a step-up in the annual depreciation taken on the
coke plant, would amount to about $180,000 per year. These figures
Indicate approximately $60,000 available from depreciation cash to
take care of debt retirement as compared with the contemplated program
of $90,000 per year. However, It must be borne In mind that in 1942
or 1943 the company may be confronted with a capital expenditure of
$200,000 for additional gas plant capacity. In addition to the normal
annual construction requirements of about $120,000 net.

As mentioned above, normal construction requirements of the two
properties will amount to approximately $60,000 per year, on an
average, less than proposed depreciation appropriations, thus per-
mitting the proposed merged company, under normal conditions, to use
a substantial portion of depreciation cash for debt reduction. Based
on normal construction requirements, the available cash Income of
the company, available for debt service, would have covered the debt
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service requirements based on the proposed refunding plan (based
upon the adjusted pro forma Income account shown on Page 118 of
this report) as follows:

Times Debt Service
Esriod Requirements Covered

12 months ended 3/31 Ao 1.35
Calendar year 1939 1.36

1938 1.39
" " 1937 1.89

1936 2.00
1935 1.50

As suggested elsewhere* we are of the opinion that the Investments
of the Coke Company in North Continent Mines, Inc., and 3. W.
Shattuck Chemical Company should be liquidated. While there may
be reasons why these Investments should not be pledged with the
trustee of the new mortgage, we are of the opinion that substan-
tially all of the proceeds of such liquidation should be used to
retire debt.
In conclusion, if the entire maturity is to be financed by debt
securities, it Is our opinion that the proposed financial plan
discussed above is a constructive step in meeting the problem
presented by the impending maturity of the present joint first
mortgage bonds and In 'Improving the present debt structure. We
are further of the opinion, assuming the merged company follows
the operating policies suggested elsewhere in this report, and
assuming further that sound financial policies, particularly a
conservative dividend policy, are pursued in the future, that un-
der normal conditions the company will be able to service the
proposed debt.

PUBLIC REGULATION AND FRANCHISES

The authority of the Illinois Commerce Commission is defined in
the following terms:
"The Commission shall have general supervision of all public util-
ities, except as otherwise provided in this Act, shall inquire into
the management of the business thereof and shall keep Itself in-
formed as to the manner and method in which the business Is con-
ducted. It shall examine such public utilities and keep informed
as to their general condition, their franchises, capitalization,
rates and other charges and the manner in which their plants,
equipment and other property owned, leased, controlled or operated
are managed, conducted and operated, not only with respect to the
adequacy, security and accommodation afforded by their service
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but also with respect to their compliance with the provisions of
this Act and any other law, with the orders of the Commission and
with the charter and franchise requirements."
The term."public utility" as used In the Commission Act Is very
broadly defined. It Includes any agency which "may own, control,
operate, or manage, within the State, directly or Indirectly, for
public use, any plant, equipment or property used or to be used
for or In connection with the transportation of persons or property
or the transmission of telegraph or telephone messages between
points within this State; or for the production, storage, trans-
mission, sale, delivery or furnishing of, heat, cold, light, power,
electricity or water; or for tho conveyance of oil or gas by pipe-
line; or for the storage or warehousing or grain; or for the con-
duct of the business of a wharfinger or that may own or control any
franchise, license, permit or right to engage in any such business."
The Commission is specifically vested with authority to fix rates
which are just, reasonable and sufficient. This mandate appears
to protect the utilities against unduly low rates as well as the
public against exorbitant charges. In connection with the deter-
mination of rates, the Commission has the power to ascertain the
value of any public utility property in the state and to fix the
annual charge for depreciation.
The authority of the Commission also extends to the issuance of
securities and to the granting of certificates of convenience and
necessity. The latter question is covered in the following terms:
"No public utility shall begin the construction of any new plant,
equipment, property or facility which is not in substitution of
any existing plant, equipment, property or facility or In exten-
sion thereof or in addition thereto, unless and until it shall have
obtained from the Commission a certificate that public convenience
and necessity require such construction."
The Illinois Commission Act was thoroughly revised by the 193? legis-
lature and now has many of the features found in the Wisconsin law.
The following summary covers the interesting provisions that were
added:

The Commission is given jurisdiction over holders of the voting
stock of public utilities to such extent as may be necessary to
enable It to require the disclosure of the identity in respective
Interests of every owner of any substantial Interest in such voting
stocks. Jurisdiction is also extended to affiliated Interests hav-
ing transactions other than ownership of stock with public utilities
to the extent of access to all accounts and records of the affili-
ated interests relating to such transactions. In general, the
definition of affiliated Interests Includes any person or corporation
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directly owning or being a party in a chain of successive ownership
of ten per cent of the voting stock of a public utility. It also
Includes every corporation or person which, in the opinion of the
Commission, after hearing,is actually exercising any substantial
Influence over the policies and actions of a public utility, even
though such influence is not based upon stock ownership.
No management, construction, engineering, supply, financial or
similar contract and no contract or arrangement for the purchase,
sale, lease or exchange of any property or for furnishing of any
service made after the enactment of the law with any affiliated
Interest shall be effective unless It first shall have been filed
with and approved by the Commission. If the Commission disapproves
a contract as being not in the public Interest, it may disapprove
any payments made under the contract as an expense In a rate pro-
ceeding.

Since the change was made in the law, the activity of the Commerce
Commission has increased, and regulation nay be said now to be
quite aggressive.

All of the regulatory powers of the State Commission, with a certain
few exceptions Including the power to regulate the Issuance of se-
curities, are subject to the Home Rule Act passed in 1921. This act
gives cities the right to assume regulatory power over public utili-
ties upon the approval of such local regulation by a majority of the
voters at a referendum election. Upon such approval the authority
of the city supersedes that of the Illinois Commerce Commission.
It is specifically provided that cities adopting the Home Rule plan
shall have the right to prescribe public utility rates and the
method of procedure Is to be the same as that provided in the
Illinois Commerce Commission Act. An investigation as of January 1,
1928, revealed no case where a city had taken advantage of the Home
Rule provision, and so far as we know, there has been no such action
since that date.
As subsidiaries of North Continent Utilities Corporation, a registered
holding company, the Oas Company and the Coke Company are subject to
the broad regulatory provisions of the Public Utility Holding Company
Act of 1935 which Is administered by the Securities & Exchange Con-
mission.
In the opinion of counsel, the companies are not subject to the juris-
diction of the Federal Power Commission.
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The Gas Company has the right to operate its property in the ter-
ritory served by virtue of ordinances, agreements, grants, licenses
and certificates of convenience and necessity obtained by it from
various governmental bodies having Jurisdiction in the territory
and also easements obtained by it from various individuals, firms
and corporations. August 13, 19̂ 2, is the earliest stated termina-
tion date of any such ordinances, agreements or grants. The follow-
ing is a list of the principal communities served shoving the number
of ordinances in force in each community vith respect to the service
of gas, the stated expiration date of such ordinances, and the
population of each community.

Stated Population
No. of Expiration 1940 Census

Ordinances Date (Prĝ ^̂ rv Figures)

Deerfield 1 May 13, 19̂ 6 2,278
Glencoe 2 Sept. 20, 1946 6,758
Gray slake 1 May 18, 1975 1,179
Highland Park 24 Jan. 2, 1945 14,332
Highwood 1 April 10, 1945 3,700
Lake Bluff 3 Oct. 1, 1945 1,715
Lake Forest 41 Sept. 17, 1945 6,510
Libertyville 3 July 7, 19̂ 6 3,918
Mundelein 1 Aug. 7, 1979 1,325
North Chicago 2 Sept. 25, 1945 8,403
Waukegan 1 Jan. 18, 1947 34,111
Winnetka 3 July 23, 1946 11,712
Zion 1 Sept. 8, 1955 6,533
In the instances above where more than one ordinance is in existence
in a given community, all ordinances have the same stated expiration
date.

We are informed by counsel for the company that, in their opinion,
which is based primarily on the decision of the Supreme Court of
Illinois in the Geneseo case, failure to renew any franchise at
Its expiration will not in and of itself subject the company to
ouster from its use of the streets by the municipality in question.
Counsel further advise that the courts of Illinois have not spe-
cifically passed upon the question whether, In view of the Act
creating the Illinois Commerce Commission and the interpretation
thereof adopted In the Oenesco case, a municipality may require of
a company, after expiration of its franchise, compensation for the
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use of streets. Counsel believe, however, It Is doubtful that a
municipality under such circumstances nay so require compensation.

While there Is the possibility that the company may have to pay
compensation in the fora of rental for the use of the streets of
license fees or any other kind of tax, It must be pointed out that
there is no noticeable trend toward this type of taxation upon ges
utilities In the State of Illinois. In our opinion, the early ex-
piration dates of the company's franchises are not of serious con-
sequence.

PPS/fcAM;a
August 1, 19*0.
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In reading the above report, torn of the highlight* of int*reat4k that war* noted follow.

Pag* 13 - Matars and r*v*nu* on alia of main of North Shor* Gas higher than fasten United;
aalaa per meter leaa; doea electric division help aupport gas division in Western
United?

Pages 10, 17, 51, 92 - SBphaalzed importance of and dependency on coke sales in our
ecomomy*

Pages 21, 28 - Water gas plant at Deerfield would not be advisable.

Pag* 28 - Limitation of possibilities of butane.

Pag* 30 - Recommends liberal aain extension policy to offset competition.

Pages 42, 110 - Recommends relaxation of customer deposits account good will and interest
saving;

VTPage 43 - Natural gas expense 26,000 in 1931. This was chiefly a Chicago office expense.

Page 49 - Drop of 24-1/2* in average price of all gae sold between 1931 and 1939 appear*
significant.

Pag* 52 - With 86.7* of gas revenue obtained from residential, is diversification goed?

Pag* 59 - 64* of gas sold for house heating was billed at 45f rate.

Page 64 - Ties coke price variation to that of scrap iron, which is a new thought.

Pag* 66 - Our coat per therm from 1935 to 193* wa* 3.4* compared with 4.78* per therm
paid by Public Service Company to People* for mixed gas. However, this is net
strictly comparable a* Public Service cost include* fixed charges on supplier's
investment. Racine'* cost during th* earn* period, 3.641 per therm.

Pag* 73 - High pressure distribution a factor in operating cost.

Pag* 74 - smphAaia** the advisability of continuation of sales promotion.

Page 74 - Criticise* the district office rentals. This is chiefly due to Winnetka.

Pag* 67 to 99 - Mere or lee* emphasize* necesslTyTtfr changes in rate structure to build
load, avoid further loaee*, and fight competition.

Page 90 - Contain* a very interesting paragraph regarding Mr. Klopf.

Page 100— Automatic water heating saturation is somewhat low.

f»g* 101 * Oa* heating helps to hold cooking, water heating, and refrigeration load against
concentration. Recommends concentrating on water heating and refrigeration
load*.
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NOR1B SHORE COKI ft, CBBIICU. COMPACT

fan or 0*3 PRONGED. COST or PRODUCTION AND HOLDM COST PER icr
1988 (date of -— ————— - - «» ««._«! < .

ta 1MA H«»I. t_ i . —— " " •*•••••*>"»•/ «> ueoOBDer 31to 1939, Both lBolu.lv., ..d for th. T..1,. Month. Ended Octob

»"*««

•oveobor 1, 1939 to October 31, 1940

Tear 1939

• 1938

• 1937

* 1936

* 1936

• 193*

• 1933

• 1938

• 1931

• 1930

• 1989

*». 1. 1988 to UoeoBber 31. 1928

Hot produced
n>'n.»

1,964.186

1,416,916

1.447,641

1,299,681

1,060.188

1.089,384

1,076.066

1,126,406

1,064.094

798,768

1.170,910

1,119,086

616,188

OroM
prodtMtlo.

ooet

•1,000,362.26

919.789.01

1.081,109.79

978,988.73

888,078.69

869,221.24

888,840.09

679,018.92

987,617.60

994,171.80

923,781.66

986,138.41

496,221.78

Lee.
reeldual.

•607,810.13

984,940.39

«47,273.33

692,129.28

£27,384.51

981,291.01

984,038.99

494,792.78

404,984.19

478,962.79

794,953.93

805,772.00

439,002.37

Production
eoet before
profit oa

reeldu.1 eelu

•392,992.13

339,249.12

373.834.46

266,399.01

860,688.08

277,970.83

844,801.06

180,226.14

182.633.39

70,609.09

168,827.71

120,366.41

61,219.41

, 1928; For the 0.
er 31. 1940

Profit on
reelduml

•ale.

•112,431.98

99,442.82

168,368.34

279,119.90

800,110.99

100,635.65

69,906.64

10,104.07

(53,948.90)

39.129.33

85,051.90

117.793.62

15,400.09

lender Teere 1929

Net
produetloa

•280,120.03

239,806.30

800.478.12

7,280.01

60,377.49

177,334.68

174.894.48

170,122.07

236,982.29

36.479.78

83,775.76

2,572.79

40,768.82

w
X
H-tr
H-
rt
H

Holder eoet
per Maf

before profit
o* reeldueJ

Ml*.

•0.2926

0.83*6

0.8683

0.8874

0.8499

0.8701

0.8874

0.1*00

0.171*

0.099*

0.1448

0.1079

0.0994

Bolder eoet
per Maf

efter profit
OB reeleatl

•0.1808

0.1*98

0.1419

0.0068

0.0671

0.1783

0.1*89

0.1610

0.8883

0.0481

0.0716

0.0083

0.0743


